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Borg-Warner has worked 
hand in hand with Boeing for years! 








Boeing 707 Jet Stratoliner, first U. S. jet transport, can carry up to 130 passengers at more than 9 miles a minute! 


For this world famous aircraft builder, Borg-Warner makes a wide variety 
of essential operating parts... just as it does for leaders in the automotive, 


farm machinery, marine, home equipment, and other major industries, 


Faster, farther, higher! In the feats 
of our planes and rockets today, 
Borg-Warner has a vital part, for it 
serves every leading aircraft builder. 

One of these is the Boeing Company, 


faltering, high-volume flow of fuel. 

Every type of commercial plane 
and 90% of our military craft include 
essential B-W parts. Such service to 
the aircraft industry is a job for which 





creator of the new 707 Jet Stratoliner. 
Designed to whisk travelers cross- 
country at speeds that almost outrace 
the sun, the powerful thrust of its 4 
jets depends on B-W pumps for un- 


Boeing B-52 Stratofortress, world’s most 
powerful long-range bomber. At every speed, 
pressute-loaded pumps from B-W provide 
accurate fuel flow to each of its 8 jet engines. 
And flexible B-W roller-bearing joints help 
the pilot to maneuver this giant easily. 


ALIMOST EVERY AMERICAN BENEFITS o 
EVERY DAV FROM THE 185 PRODUCTS MADE BY 


Borg-Warner is admirably suited. 
Behind its creative engineering tal- 
ents and broad production facilities is 
a B-W aim that enforces progress: 
“Design it better—make it better.” 


These units form BORG-WARNER, Executive Offices, 310 S. Michigan Ave., Chicago: ATKINS SAW + BORG & BECK * BO! G- 
WARNER INTERNATIONAL * BORG-WARNER SERVICE PARTS * CALUMET STEEL * DETROIT GEAR * FRANKLIN STEEL * HYDRALINE PRODU< TS 
* INGERSOLL PRODUCTS * INGERSOLL STEEL * LONG MANUFACTURING * LONG MANUFACTURING CO., LTD. * MARBON * MARVEL-SCHEBLER 
PRODUCTS * MECHANICS UNIVERSAL JOINT * MORSE CHAIN * MORSE CHAIN, LTD. * NORGE * PESCO PRODUCTS * REFLECTAL CORP. * ROCKFORD 
CLUTCH * SPRING DIVISION » WARNER AUTOMOTIVE PARTS * WARNER GEAR * WARNER GEAR CO., LTD. * WAUSAU * WESTON * WOOSTER DIVISION 
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I 
... about pulling rabbits out of hats 
oi fun to see, but even a child knows you have Out of that production must come taxes, and cost 
to put the rabbit into the hat before anything of materials and tools as well as wages. So, the more 
can happen. a man produces, the more his wages can be. “To 
Yet there are grown-up workers who seem to get a bigger piece of pie, bake a bigger pie.” 
think they me take Snare ‘wages oe of a job than The phony act is the man who tells you he 
the production they put zmzo it. can get you more wages without more produc- 
A man’s wage is simply what that man produces, tion to pay it. He’s just talking through his hat. 
less the costs of what he needs to produce it. Nothing in it. 
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Every year thousands of teen-agers learn the fundamentals of our American economy 
through Junior Achievement. By forming and operating miniature corporations, they 
experience the many problems of free enterprise first-hand. Support Junior Achievement, 
a national organization that helps develop better-informed future citizens and leaders. 





% Did Communists Set Off 


IN 
THIS 


The Bomb in Louisville? 


What was behind the bombing in- 
cident that rocked Louisville, Ky., and 
brought a grand jury charge of Com- 
munist sedition there? Here is the grim 


story now coming to light, pieced to- 


ISSUE 


gether after a U.S. News & World 
Report survey on the scene. The evi- 
dence indicates that it could happen 


in your town as well. Starts on page 37. 


% What's Next for Europe?—A German View 


Will Communism’s strength in Europe rise or contract in the 
years just ahead? Here, in an exclusive interview, are the views 
of Germany's Chancellor Adenauer. Page 34. 


% How to Raise a Billion Dollars for Schools 


For the outline of a major new plan for a growing U.S. prob- 
lem—how to finance more schools without upsetting present 
State or federal finances—see Special Report, page 57. 
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How many of your company’s products 
can you find in this living room? 


You can see products made of steel and glass, cotton and 
wool, wrought iron and brass—products produced by 
many of our major industries —in the living room above. 


In this same room, too, are 6 different wood fiber prod- 
ucts of Kimberly-Clark. 


The top of the Herman Miller room divider on the left 
is made of Kimpreg, the plastic surfacing for plywood, 


made by Kimberly-Clark. 


Kimberly-Clark made the padding that’s used in the 
top of the Samsonite bridge table—and the padding tha* 
came in the candy box. The wallpaper was designed by 
Katzenbach and Warren, a division of Kimberly - Clark. 
The binding tape on the lamp shade and the cording on 
the upholstered chair are Kimberly-Clark products, too. 


And Kimberly-Clark supplied printing papers for the 
hunting and fishing catalogue you see on the seat of the 
chair in the background above. 


Hundreds of products made from wood fiber exist today 
to make American business more profitable —to make the 
everyday lives of Americans more comfortable. Many 
more wood fiber products are now being developed. And, 
in the future, still others will come from the minds of 
the men at Kimberly-Clark. 


Kimberly Clark 


KIMBERLY* CLARK CORPORATION 
NEENAH, WISCONSIN 











YOU CAN MAKE 
ENDS MEET IF THE 


Right Pipe 


iS IN BETWEEN 


It’s the unexpected expenses that 
make it hard to balance the budget 
... and what’s more unexpected than 
a pipe line that fails way before its 
time. If it happens, the bills for re- 
pair and replacement, often charged 
at overtime rates, and the slow-down 
to production, can present quite a 
serious threat to operation. 

Fortunately, there’s an answer to 
the problem. Wrought iron pipe. It 
has the unique ability of lasting a 
long, long time. And all the while it’s 
in service, you’re saving money. Write 
Department Z for our booklet, Proof 
by Performance. 





A. M. BYERS COMPANY 
Clark Building, Pittsburgh, Pa. 


BYERS 


WROUGHT IRON 
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The March of the News 





ATOMIC AGREEMENT 


ROPOSED Cuts in U.S. military man- 
pation said Secretary of State John 
Foster Dulles, are not being made be- 
cause the U.S. thinks the Russians are 
becoming more peaceable. The U.S. 
can reduce its armed forces, Mr. Dulles 
explained, because advances in nuclear 
weapons provide other ways of coping 
with the threat of war. 

Agreement by North Atlantic Treaty 
Organization powers to use such weap- 
ons, Mr. Dulles added, means that any 
Soviet attack on Western Europe “would 
be thrown back at the threshold.” But 
Mr. Dulles drew a sharp distinction 
between atomic weapons used for tacti- 
cal and for strategic purposes. Whether 
to use strategic weapons for mass de- 
struction, he said, is a question to be 
settled when the time comes. The NATO 
agreements, he felt, would make it less 
likely that the time would come. 


RULING ON SUBVERSIVES 


U.S. CIRCUIT COURT OF APPEALS in 

Washington, D.C., upholding the 
1950 Internal Security Act, ruled, 2 to 1, 
that the Communist Party in the U.S. 
is controlled by Russia. This ruling re- 
quires the party to register as a sub- 
versive organization. 

The evidence shows, said the court, 
that the American Communist Party “is 
substantially directed, dominated and 
controlled by the Soviet Union, which 
controls the world Communist movement 

. . and that the party operates primarily 
to advance the objectives of such world 
Communist movement.” Judge David L. 
Bazelon dissented, said he favored throw- 
ing out the Internal Security Act as a 
violation of the Fifth Amendment. 

Still ahead was a final ruling by the 
Supreme Court if the Communists, as ex- 
pected, file an appeal. 


GUILTY PLEA 


OSEPH S. PETERSEN, JR., the Govern- 
J ment code expert charged with using 
secret information in a manner prejudi- 
cial to the safety of the U. S., unexpected- 
ly pleaded guilty to one count of a three- 
count indictment—that he had _ stored 
secret documents in his Arlington, Va., 
apartment. 

The plea of guilty apparently bene- 
fited both Mr. Petersen and the Govern- 
ment. The Justice Department said the 
two other counts “undoubtedly” will be 
dropped. The Government, for its part, 
then would not have to hold a public trial 


for Mr. Petersen—during which it might 
have to reveal details of the hush-hush 
National Security Agency. The secret in- 
formation, the Government charged, was 
removed from NSA premises. 


LAST RESORT 


ississipP1, following the lead of 
M Georgia and South Carolina, sought 
to make sure it would have a legal way 
of getting around the Supreme Court ban 
on racial segregation in the public 
schools. Approved by a 2-to-1 margin 
was a constitutional amendment giving 
legislators the power to abolish State 
schools. The Legislature, if Negroes tried 
to enter white schools, could turn facili- 
ties over to private groups and pay these 
groups for running them. 

Governor Hugh White called the 
measure a “last resort.” In adopting it, 
Mississippi was showing ‘that the South 
still had a long way to go before its 
Negroes would get into white schools. 


COIN TREASURE 


HE U.S. MINT in Philadelphia, by mis- 

take, gave Christmas shoppers some 
extra money. Placed in circulation by 
the Mint were 3 million “liberty head” 
silver dollars, coined in the 1800s, upon 
which coin collectors place a value of 
from $2 to $17 each. 

The “liberty heads” were coined to 
back up paper dollars that once called 
for redemption in silver dollars. 

Last week they came out of the 
“wrong” storage vaults in response to the 
Christmas demand for silver dollars to 
be used as gifts. The U.S. Treasury, 
however, stands to lose nothing. The 
coins are worth one dollar each as dollars. 


CHRISTMAS IN AUGUSTA 


OR THE SECOND YEAR in a row, a Christ- 

mas tree was set up in the “Little 
White House” just off the eighteenth 
green at Augusta National Golf Club. 
There, President and Mrs. Eisenhower 
went to celebrate the holiday with rela- 
tives and close friends. Ike was due back 
at the White House after New Year's. 

The time between the two holidays, 
however, was not to be devoted entirely 
to visiting—or even to golf. White House 
staff members joined the President in 
Georgia to prepare the coming state-of 
the-union, economic and budget mes 
sages. They all go to Congress early in 
January. And, after that, with Congress 
in full swing, the time for relaxation 
would be even more scarce. 
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| | good start for 
better business 
in 1955 
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Thank your customers today 
—by LONG DISTANCE— 
for 1954 business 
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rist- 
ittle Thanking your customers for the business they 


= gave you in 1954 is a nice and thoughtful thing to do. 
lub. 


wer Best of all, it works two ways. Your customers 
rela- will appreciate it. And you'll find it mighty helpful 
pack in continued good relations and even better business 
=e in 1955. 
= Right now, at the turn of the year, is a good time 
ouse to do it. And a Long Distance telephone call is by 
t in all odds the quickest and most personal way. The 
e-of- cost is small. The results can be big. Very big! 

mes- 

y in 


oo J BELL TELEPHONE SYSTEM 


LONG DISTANCE RATES ARE LOW 
Here are some examples: 
Baltimore to Philadelphia........ 55¢ 
Cleveland to Pittsburgh.......... 60¢ 
eee eee $1.35 
Atlanta to New York............ $1.50 
Los Angeles to Washington, D.C... $2.50 


These are the daytime Station-to-Station rates for the first three 
minutes. They do not include the federal excise tax. 


CALL BY NUMBER. IT’S TWICE AS FAST. 
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Washington Whispers 





{Items appearing on this page are reported in Washington and other news centers] 


Ike to Work Harder at Politics . . . Republicans Seek 
Balanced Budget as Surprise . . . Tito Turns ‘’Neutral’’ 


President Eisenhower, at a White 
House gathering, assured Republican 
Party leaders that he will work harder 
at practical politics in the two years 
ahead than he did in his first two years 
as Chief Executive. Loss of control of 
Congress in the November election 
jolted the President. 


ae 


Sherman Adams, White House staff 
chief, has won clear-cut acceptance 
by Mr. Eisenhower of his plan of 
political strategy. Mr. Adams sees 
victory in 1956 related to Republican 
willingness to occupy most of the 
ground that had been staked out by 
the New Deal. The President agrees, 
and has set his course accordingly. 


& & 


George Humphrey, Treasury Secre- 
tary, is making a very conservative 
estimate of Federal Government rev- 
enues and a liberal estimate of federal 
spending when he suggests that the 
Government’s budget will be 3 billion 
dollars out of balance in the year to 
start next July 1. Republicans hope to 
surprise the country with a balanced 
budget in the election year of 1956. 


x * * 


Sam Rayburn, who will be House 
Speaker in the new Democratic Con- 
&ress, is telling friends that “peaceful 
coexistence” with the Eisenhower Ad- 
ministration is going to be very diffi- 
cult if the Democrats hope to win in 
1956. Democratic leaders are far from 
happy over the President’s effort to 
be friendly with them and with Re- 
publican leaders, too. 


x * * 


Clifford Case, Republican Senator- 
elect from New Jersey, is not to be 
the White House spokesman in the 
new Senate in spite of reports by his 
friends that he would like this role. 
It is not customary for a freshman 
Senator to take over leadership. 


Herbert Brownell, Attorney General, 
is described as dragging his heels on 
a proposal, gaining favor in the Ad- 
ministration, to ask Congress to make 
industry-wide unions subject to anti- 
trust laws. Mr. Brownell would get 
the job of breaking up some big unions 
and is said not to be enthusiastic 
about such an assignment. 


x * * 


President Eisenhower favors keeping 
the present strength of American 
troops stationed in Europe—in spite 
of plans to cut military personnel by 
403,000, largely from Army and Ma- 
rines. Cuts in U.S. strength overseas 
will be largely in the Pacific area. 


x x = 


John Foster Dulles, Secretary of 
State, was just whistling to cover up 
his doubt when he expressed the opin- 
ion that European nations will not cut 
their defense spending and defense 
forces now that U.S. is planning im- 
portant new cuts. 


Yr +e 


A high French official closely associ- 
ated with spying operations says this: 
“Americans never have been any good 
at intelligence work in Europe.” This 
appraisal got support when it was 
disclosed that important officials of 
U.S. Air Force intelligence in West 
Germany were involved with a beau- 
tiful brunette acting as spy for the 
Communists. British generally are re- 
garded as No. 1 in European spy 
work; Germans as No. 2. 


x * * 


Col. Jacobo Arbenz Guzman, who 
headed the pro-Communist Govern- 
ment in Guatemala until overthrown 
last July, now has gone to Switzer- 
land, reportedly to buy arms with 
which to attempt to overthrow the 
anti-Communist regime of President 
Carlos Castillo Armas. Colonel Ar- 
benz has been in exile in Mexico. 


Topmost British atomic authorities 
are convinced that Russian atomic 
and nuclear weapons do not approach 
in quantity or quality those of the 
Americans—contrary to American 
fears. Rightly or wrongly, the British 
take a much more complacent view of 
the reports of Russian progress. 


x * * 


Negotiations related to a suggested 
swap of 35 Chinese students for 11 
American prisoners of war now held 
in Chinese jails may take place in a 
plush room at the Hotel Beau Rivage 
in Geneva, Switzerland. The Chinese 
Communists and the American Gov- 
ernment split the cost of this room 
under a “juridical” agreement, so 
that it can be available for secret 
negotiations. It remains to be seen, 
however, whether the Chinese Com- 
munists will be willing to dicker with 
the Americans on a prisoner swap. 


x * * 


Yugoslavia’s Tito, getting big-scale 
aid from American taxpayers, is edg- 
ing over to the side of the “neutrals” 
in the “cold war” and is reported to 
be expressing the opinion that the 
present rulers of Russia really are 
peace-loving men. 


e- 2 


Anthony Nutting, Britain's top dele- 
gate to the United Nations, has had 
his knuckles rapped for saying that 
Great Britain would honor her U.N. 
obligations if the Communists attack 
the island of Formosa. Sir Anthony 
Eden, Britain’s Foreign Secretary, was 
upset by this suggestion. 


© &«& ® 


Ezra Benson, Secretary of Agricul- 
ture, and his aides are impressed by 
Russia’s interest in foodstuffs. With 
Russians paying $2.50 a pound for 
butter, the Communist Government 
is intrigued by U.S. butter that might 
be had for 41 cents a pound. 


6 
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This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 


New Issue December 22, 1954 


$335,000,000 
Power Autherity of the State of New York 


General Revenue Bonds, Series A 


Interest in the opini of Messrs. Hawkins, Delafield & Wood and of Messrs. Wood, King & Dawson, bond 
pot to the Authority and to the Underwriters, respectively, under the existing statute and 
court decisions from Federal income taxes, and under existing statutes 
from New York State income tax. 





$268,000,000 3.20% Bonds, due January 1, 1995 
Price 100% 


$67,000,000 Serial Bonds 


Principal! Due Interest Price Principal Due Interest Price 
amount January 1 rate or yield amount January 1 rate or yield 
$4,800,000 1965 2.10% 100 $5,600,000 1971 2.60% 2.55% 
5,000,000 1966 2.20 100 6,000,000 1972 2.60 100 
5,000,000 1967 2.30 100 6,000,000 1973 2.70 2.65% 
5,300,000 1968 2.40 100 6,100,000 1974 2.70 100 
5,400,000 1969 2.50 2.45% 6,200,000 1975 2.75 100 
5,400,000 1970 2.50 100 6,200,000 1976 2.75 100 


Accrued interest from January 1, 1955 is to be added to the prices. 


The Bonds are subject to redemption, as a whole or in part, at any time on and after January 1, 1963, 
as set forth in the Authority’s Official Statement. 


Copies of the Circular dated December 21, 1954, which contains further information, including the Official Statement of 
the Authority, may be obtained from such 9, 4, the undersigned as may legally offer these securities 
under applicable securities laws. The undersigned are among the Underwriters. 


Dillon, Read & Co. Inc. Halsey, Stuart & Co. Inc. 
Lehman Brothers Harriman Ripley & Co. R. W. Pressprich & Co. Union Securities Corporation 
Incorporated 
Blyth & Co., Inc. Smith, Barney & Co. Drexel & Co. Eastman, Dillon & Co. Glore, Forgan & Co. 
Goldman, Sachs & Co. Kidder, Peabody & Co. Ladenburg, Thalmann & Co. Lazard Fréres & Co. 
Merrill Lynch, Pierce, Fenner & Beane Stone & Webster Securities Corporation B. J. Van Ingen & Co. Inc. White, Weld & Co. 
A.C. ean Alex. Brown & Sons C. J. Devine & Co. Equitable Securities Corporation Phelps, Fenn & Co. 
Salomon Bros. & Hutzler Shields & Company Bear, Stearns & Co. Bisie ha ©. Estabrook & Co. Ira Haupt & Co. 
Hemphill, Noyes & Co. Hornblower & Weeks W. C. Langley & Co. Lee Higginson Corporation F. S. Moseley & Co. 


Paine, Webber, Jackson & Curtis L. F. Roths-hild & Co. Dean Witter & Co. Wood, Struthers & Co. Adams, McEntee & Co., Inc. 
American Securities Corporation Bache &Co. Bacon, Stevenson & Co. Barr Brothers & Co. A.G. Becker &Co. Dick & Merle-Smith 


Incorporated 
R. S. Dickson & Company Dominick & Dominick Francis I. duPont & Co. Eldredge & Co. First of Michigan Corporation 
Incorporated Incorporated 
Geo. B. Gites & Company Grogery &Son W.E. Hutton &Co. Kean, Taylor &Co. A.M.Kidder &Co. Carl M. Loeb, Rhoades & Co. 
orporated Incorporated 
Laurence M. Marks & Co. W. H. Morton & Co. Reynolds & Co. Riter & Co. Roosevelt & Cross 
Incorporated Incorporated 
Schoellkopf, Hutton & Pomeroy, Inc. F. S. Smithers & Co. G. H. Walker & Co. Chas. . eat & Co. Wertheim & Co. 
incorporat: 
Allen & Company Bacon, Whipple & Co. Baxter, Williams & Co. \ ‘liam Blair & Company J. C. Bradford & Co. Brom, renee 8 & Co. 
incorporate 
Central Republic Company John W. Clarke Coffin & Burr Ha’ arten& Co. Hayden, Stone & Co. _ Heller, Bruce & Co. —_ Hirsch & Co. 
(Incorporated) Incorporated Incorporated 
The Illinois Company Aubrey G. Lanston & Co. McDonald & Company R. H. Moulton & Company Wm. E. Pollock & Co., Inc. 
Incorporated 
The Robinson-Humphrey Company, Inc. Schmidt, Poole, Roberts & Parke Schwabacher & Co. Shearson, Hammill & Co. 
Stifel, Nicelews & Company Stroud & Company Tucker, Anthony & Co. Van Alstyne, Noel & Co. Weeden & Co. 
Incorporated Incorporated Incorporated 

















tells the 
"BOSTON STORY — 





BOSTON’'S HOTELS, HOSPITALS, SCHOOLS 


The picture tells only part of the story! You'll find 
famous Johnson Thermostats providing comfortable, 
even temperatures in practically all of Boston’s best 
known hotels and clubs . . . in fine apartments and 
nearby motels, too... in 16 leading hospitals... in 181 
out of 183 schools with automatic temperature control 

. in 75 college buildings, including most of Harvard’s 
and the new buildings of Boston University. 


BOSTON’S STORES, OFFICES, BANKS 


Nearly all leading department stores depend on 
Johnson Control to insure ideal, refreshing tempera- 
tures and guard customer comfort. So do scores of 
smaller stores, fine shops, restaurants, S. S. Pierce Co. 
stores, the suburban Shoppers World shopping center. 
There is comfort control by Johnson in three-fourths 
of Boston’s major office buildings that have automatic 
control. And in 25 banks, including all the leaders! 


BOSTON'S FACTORIES, PUBLIC BUILDINGS 


Johnson provides precision temperature control for 
industry, too, meeting the specialized needs of build- 
ings in the printing, chemical, food processing, tobacco, 
textile, metal fabricating and countless other indus- 
tries. Noted churches, including the Christian Science 
Mother Church, also depend on Johnson Control, as 
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FIRST AGAIN! 


These (and hundreds of other) 
outstanding Boston buildings are 
equipped with Johnson Automatic 
Temperature Control: 


1. John Hancock Mutual Life Ins. Co. 
2. Sheraton Plaza Hotel 
3. New England Mutual Life Ins. Co. 
4. Boston Public Library 
5. State Street Trust Co. 
6. Ritz Carleton Hotel 
7. 135 Clarendon Bidg. 
8B.YWCA 
9. Statler Hotel 
10. Salada Tea Co. '. 
11. United Shoe Machinery Corp, 
12. William Filene’s Sons Co. 
13. Jordan Marsh Company 
14, Court House 
15. Greyhound Bus Terminal 
16. University Club 
17. New England Power Co. 
18. Bradford Hotel 
19. Parker House 
20. Boston Edison Co. 
21. Bellvue Hotel 
22. Park Street Church ° 
23. Chamber of Commerce Building 
24. First National Bank 
25. S. S. Pierce Co. : 
26. 20th Century-Fox Film Corp. 
27. RKO Radio Pictures, Inc. 
28. Western Union Building 
29. Keith Memorial Theatre 
30. Shreve, Crump & Low Co. 
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do most of the city’s public and government buildings. 
In every case, Johnson Control is planned to meet the 
exact needs of the individual building and its occupants. 


YOUR OWN BUILDING 


Not only Boston’s, but the vast majority of the nation’s, 
outstanding buildings depend on Johnson for the very 
finest in modern indoor comfort control. Here, indeed, 
is impressive evidence of the clearcut superiority of 
Johnson Control. Take advantage of its unmatched 
comfort and economy features for your own building, 
small or large. It costs no more! 

If you plan to build or modernize, remember, any 
problem of temperature, humidity or air conditioning 
control is best solved by Johnson, the only nationwide 
organization devoted exclusively to planning, manu- 
facturing and installing automatic temperature control 
systems. JOHNSON SERVICE COMPANY, 
Milwaukee 2, Wisconsin. Direct Branch Offices in 
Principal Cities. 


JOHNSON CONTROL 


TEMPERATURE AIR CONDITIONING 


PLANNING * MANUFACTURING * INSTALLING * SINCE 1885 
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24th and N Streets, N.W. 


Newsgran Washington, D. C. 


The year ahead, for nearly everyone, is to be the best ever. 
Worries will be fewer. Optimism will dominate, pessimism fade. 
Bitterness, often, will give way to more cheerfulness. 

The era is to be one of good feeling. It's being planned that way. 








Peace will be more in the air. War will be less talked about, less planned 
for. Strife will seem out of tune with the times. 

Not since the 1920s has there been a year such as 1955 is to be. 

Prosperity will be almost everywhere. Material things will be stressed. 
Honor, pride, character will not be stressed quite so much. Principle will be 
given somewhat less attention than expediency. 

The world is out, temporarily at least, to try to enjoy itself. 











Business activity at home and abroad will break all records. 

Jobs will be available for most who really want them. Pay will be at the 
highest levels ever. Goods, services will be superabundant. 

More people will have more of the good things of life. 

New cars will be higher-powered, better looking. Color TV will begin to 
make an imprint. Air-conditioning will seem to be almost a necessity. 

Vacations will be longer, with more of them. Machines will do more of the 
hard work. Getting along will be simpler than at almost any time befcre. 














Money is going to be rather easy to come by. Installment terms will be 
made longer, easier to meet. Mortgage terms will be kept easy to meet. 

Paper riches will be much talked about by some stockholders. 

Market millionaires will begin to get into the news. Speculation may grow. 
Capital gains will make many people feel quite prosperous. 

A crash will be very unlikely in the new year. 

Talk, instead, will be of a "new era." It will seem more and more as if 
the formula for ever-expanding good times at last has been found. 




















Communist Russia will seem less of a bogeyman. Communist China will be the 
troublemaker of 1955, if there's to be one. China might upset things. 

Trouble, where possible, will be played down. Talks will be stressed more 
and more. Search will be for a "modus vivendi," for a way to get along with 
Communists almost everywhere that they hold power. 

"Economic competition"--trade--will be pushed as a Slogan. 

It will be more difficult to get anybody really angry with anybody else. 
The mood, carefully cultivated, is to be one of attempted conciliation. 











Written for the issue of December 31, 1954, Volume XXXVII—No. 27 (over) 
U. S. NEWS & WORLD REPORT (No part of this or any other page may be reproduced without written permission) 9 





10 


NEWSGRAM--TOMORROW-- (Continued) 


Youths will be less concerned by the draft. Draft will be used more and 
more as a spur to enlistments, less as a supplier of military manpower. 

Draft service for those taken will stay at two years. 

College youths, mostly, will be able to forget the draft threat until after 
graduation. So will most youths under age 22. 

Atomic weapons will be talked about as substitutes for men. 








Hazards of life, generally, will appear fewer and less fearsome. 

Young men will have no war to fight. Old people will be assured of bigger 
and better pensions. Widows and their children will get more help. 

Unemployed will be assured benefits. Farmers will have price supports. 
Businessmen, in some fields, will continue to enjoy subsidies. 

Risks of living will seem somewhat fewer. 





Living standards, at the same time, will reach new highs. 

Family incomes will be the highest ever. Cost of living will be about what 
it now is. Added dollars in pay checks will add to enjoyments. 

Two chickens will be common in every family's pot. Iwo cars will be found 
in many more garages. Two TV sets will begin to be normal. 

Food will be superabundant and a little cheaper. 

New houses will be available for another million and more families. 

Almost everybody is going to feel better off. Only farmers among the big 
groups in the population will feel any new squeeze. And farmers are to continue 

















to be almost as well off as they are now. 


Profits will be bigger for businessmen. Dividends will be bigger for many 
stockholders. Allowances often will be larger for housewives. 

Dollars that people get will be sound dollars. 

The dollar's worth through 1955 will be what it now is. Savings in dollars 
will hold their purchasing power in the new year. 





Taxes, at the same time, will remain high. Tax increases, often, will show 
up on local real estate tax bills. Tax cuts, on income, will not be probable 
before 1956 and maybe not at that time. 

Tax problems are tied in with budget problems. 

Federal budget, unbalanced now, will be brought nearer to balance in the 
year ahead; will probably be balanced in election year 1956. 

Tax cutting will follow budget balancing. Budget balancing will be 
realized through rising revenue from existing taxes and from cuts in spending on 
military services. Budgets, always, will seem high. 

















Eisenhower will try to steer the country on a middle course. 

Controversy. where possible, will be avoided. Compromise will tend to be 
sought at home and abroad. Provocation by Communist countries, if it is tried, 
will be met by calm reaction, probably will be ignored unless too strong. 

Peace and quiet, with nerves rested, are Eisenhower goals. 

Congress, aware of the country's mood, will tend to go along. 











The new year is to be one in which the United States turns attention more 
to home affairs, more to its own growth and well-being. 
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OF THE WEEK 


> POLITICAL ADVISERS to President 
Eisenhower went to a stag dinner at the 
White House last week to talk politics. 
Decision on whether the President is to 
be a candidate in °56 is in the works. 
The guests, men instrumental in drafting 
and electing Mr. Eisenhower in 1952, 
want him to seek a second term. The 
political guest list: 

Postmaster General Arthur E. Sum- 
merfield, Republican National Chairman 
for the 1952 campaign, and Leonard W. 
Hall, present chairman. 

Gen. Lucius D. Clay, retired, long- 
time friend and adviser. 

Citizens for Eisenhower group—James 
L. Murphy, present chairman; C.D. 
Jackson and William E. Robinson. 

Convention strategists—Attorney Gen- 
eral Herbert Brownell, Jr., and Ambas- 
sador Henry Cabot Lodge, Jr., chief 
U.S. delegate to the United Nations. 

Campaign wheel horses—Sherman Ad- 
ams, personal chief of staff in the 1952 
campaign; James C. Hagerty, press re- 
lations; Air Force Secretary Harold E. 
Talbott, a money raiser; Secretary of 
Commerce Sinclair Weeks, and Thomas 
E. Stephens, White House appointment 
secretary. 

Charles S. Jones, a Los Angeles oil- 
man and long-time Eisenhower backer. 

John R. (Tex) McCrary, New York 
broadcaster who led Eisenhower rallies. 

Two newcomers, Herbert Hoover, Jr., 
Under Secretary of State, and Edward 
L. Ryerson, chairman of the executive 
committee of Inland Steel Company. 

Vice President Richard M. Nixon, one 
of the party’s most highly rated political 
orators. 

These are men to watch for clues to a 
second term—or for hints of a different 
candidate. 


>A NEW FIGURE in farm politics—a 
man who will be able to speak influen- 
tially to Congressmen about farm price 
supports—emerged from the American 
Farm Bureau Federation’s convention. 
He is Charles B. Shuman, new presi- 
dent of the Federation in succession to 
Allan B. Kline. 

With Mr. Shuman at the helm, the 
probability is that the Federation will 
continue to back the flexible price-sup- 
Port policies of Secretary of Agriculture 
Ezra T. Benson. In the Midwest, a ma- 
jor farm operation is the fattening of 
meat animals, prices of which are not 
Supported. Flexible, lower prices for 
grains mean lower feed prices and more 

(Continued on page 12) 


U.S. NEWS & WORLD REPORT, Dec. 31, 1954 











“FAMILY DOCTOR” TO 531 





> DR. GEORGE W. CALVER 
plunges into his busy season again 
next week when Congress convenes. 
As Capitol physician, he treats 
members of Congress. His advice 
often forces busy lawmakers to 
slow down, do less work, to mend 
their health. His diagnosis can send 
a Congressman to one of Washing- 
ton’s two big military hospitals, 
Bethesda Naval Hospital and Wal- 
ter Reed Army Medical Center. 
Most go to the former. 

Congiess maintains Dr. Calver’s 
office. He is paid a salary. Most 
medicines are dispensed without 
charge. Special medicines are given 
at cost. Hospital care also comes at 
cost—$17 a day for private room 
and all care. The price is set by the 
Budget Bureau. 








CONGRESSMEN 


Dr. Calver’s patients include con- 
gressional staffs and other Capitol 
employes, a total of about 6,000. A 
Navy physician, four Navy enlist- 
ed men and a nurse help him in his 
office suite on a lower floor of the 
Capitol. Five nurses also staff first- 
aid stations in three congressional 
office buildings, the Supreme Court 
and the Library of Congress. 

So far, Dr. Calver is the first 
and only Capitol physician. When 
Congress decided in 1928 to have 
a full-time doctor, Nicholas Long- 
worth, then Speaker of the House, 
asked the Navy to assign Dr. 
Calver to the job. He has been 
there ever since. He is a retired 
rear admiral who joined the Navy, 
as a doctor, in 1913, spent three 
years in the Orient. 


—USN&WR Photos 
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money in the feeder’s pocket. Mr. Shuman 
comes from the Midwest, operates a cattle 
and hog farm in Illinois. Nearly half the 
1.6 million farm families in the Federa- 
tion come from the same area. 

Mr. Shuman, 47, is a modern farmer 
who learned basic methods at school as 
well as on the farm. He was an honor 
graduate cf the University of Illinois 
College of Agriculture in 1928, later got 
a master’s degree in agronomy. 


>» MODERN MATA HARI is a beautiful 
German brunette who charmed impor- 
tant military secrets out of high U.S. 
intelligence officials in Berlin. Irmgard 
Margarethe Schmidt, 24, pleaded guilty 
to spying for Russia and was sentenced 
by a U.S. High Commission court to 
five years in prison. 

Names of Americans who succumbed 
to Fraulein Schmidt’s seductive spying 
were not revealed at her trial. Secrets 
that Fraulein Schmidt got from them 
and gave to Russia included the entire 
order of battle for Allied forces defend; 
ing Soviet-surrounded Berlin. Her de- 
fense: She hoped the stolen information 
would ransom her East German sweet- 
heart from custody of the Russians. 

Fraulein Schmidt, the type of charmer 
that all intelligence men are supposed to 
be wary of, was not the only pretty 


German girl associating freely with 
Americans in Berlin. Now U. S. authori- 
ties are wondering if other information 
is being bought with charm in a city 
where secrets can be whisked under the 
Iron Curtain on a subway train. 


> AN EXPERT on one of Asia’s most 
troublesome problems, land reform, was 
a center of dispute between two Govern- 
ment departments—State and Agricul- 
ture. The expert is Wolf Ladejinsky, 55. 
He worked for the Agriculture Depart- 
ment from 1935 to 1950, for the State 
Department since. His job as Agriculture 
attache in Tokyo was being transferred 
back to the Agriculture Department, 
which has refused to take Mr. Ladejin- 
sky with the job. The State Department 
says it was willing to retain him. 

Security questions bothered Agriculture 
officials. Mr. Ladejinsky said the charges 
were “utter nonsense.” The State Depart- 
ment gave him a clean bill. 

Mr. Ladejinsky was born in Russia, 
came to the U.S. ir 1922. His father, 
now dead, and his sisters stayed in Rus- 
sia. Mr. Ladejinsky became a U.S. citi- 
zen in 1928. In 1930-31, he worked for 
Amtorg, Russian agency, which was buy- 
ing U.S. machinery. He visited Russia in 
1939, and a statement by the Agriculture 
Department alleged that he belonged to 
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~—Nat’! Gallery of Art 
THIS WASHINGTON, which 
hangs in many schoolrooms, 
is by Gilbert Stuart, 1796 
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> THE PRESIDENT has put h‘s hobby 
of amateur painting to work to provide 
highly personalized Christmas gifts for 
close friends and associates. 

Last summer, Mr. Eisenhower took 
reproductions of several Washington 
portraits with him on his Colorado 
vacation. He chose a photograph of the 
Gilbert Stuart painting as his model, 
copied it in oils to hang in his study 
in the White House. He ordered litho- 
graphs of his picture, had them mounted 
in white folders. Last week, he dis- 
tributed this limited edition to friends, 
to members of the White House staff 
and to White House correspondents and 
photographers. 

The original Stuart painting was or- 
dered by President Washington. Mr. Stu- 
art painted it in 1796 at Germantown, 
Pa., along with a matching portrait of 
Martha Washington. Both Stuart and 
Washington were pleased. The originals, 
owned by the Boston Athenaeum, are in 
the Museum of Fine Arts, Boston. 





two U.S. Communist-front groups. He 
became an authority on Asian land prac- 
tices, was sent to Japan in 1946. Backed 
by Gen. Douglas MacArthur, he reformed 
Japanese landholding. 


>B. CARROLL REECE, a Republican 
Congressman from Tennessee, found last 
week that a special House Committee he 
headed in an investigation of tax-exempt 
foundations was split three ways. 

Despite disagreement, Mr. Reece’s re- 
port tabbed an issue that may get more 
attention—the tax exemptions granted to 
foundations, and to men who donate 
money to them. At present, wealthy 
donors may make capital gifts to quali- 
fied foundations without paying gift 
taxes, may leave large estates to them 
without paying estate taxes, and may 
give up to 20 per cent of annual income 
without paying income tax on the donat- 
ed money. Mr. Reece’s report suggested 
there was more tax planning than charity 
behind many gifts, and that State gov- 
ernments, which charter most founda- 
tions, might pursue the matter. 

Mr. Reece is a lawyer, banker and pub- 
lisher in East Tennessee. He has spent 
28 of the last 34 years in Congress, with 
the longest break—four years—beginning 
in 1946 when he was chosen Republican 
National Chairman. 
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IKE‘S CHRISTMAS GIFT TO FRIENDS—HIS PAINTING OF G. WASHINGTON 


-—USN&WR Photo 
THIS WASHINGTON, given 
to friends of the President, 
was done by ‘D.E.,' 1954 
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From the ground...up 


ENORMOUS SUPPLIES OF BASIC RAW MATERIALS 
ARE BEGINNING TO EMERGE FROM “TREASURE CHEST” LAND 


A rich storehouse of undeveloped wealth extends over thousands 
of square miles throughout the Utah, Idaho, Wyoming and Colorado 
area served by Utah Power & Light Co. Already digging into it are 
U. S. Steel, Kennecott Copper, Monsanto, U. S. Vanadium, Vitro 
Uranium, Westvaco and scores of other well-known firms. So vast 
and diversified are the proved resources that truly fabulous 
opportunity awaits industry here. 


e@ Every major basic raw * 
chemical. 

© 60% of U.S.A. phosphate , 
reserves. 


e 214 different minerals. 


@ One-third of nation’s 
copper. 


e Largest proved uranium 
reserves in nation. 


e Greatest concentration ° 
of non-ferrous metal 
mills, smelters, refineries 
in U.S.A. 


e Largest steel mill west © 
of Mississippi. 





UTAH 


Write, wire or telephone for 

AREA RESOURCES BROCHURE 

“A Treasure Chest in the Growing West.” 
Inquiries held in strict confidence. 


Address: W. A. Huckins, Manager, 
Business Development Department. 

~ Dept.18. Utah Power & Light Co. 
Salt Lake City 10, Utah. 





Low-cost power, water, 
fuel. 








Intelligent and stable 
labor force. 


Sound diversified 
economy. 


Healthful climate with 
low humidity. 


A gateway to the rich, 
far west market where 
America is growing 
fastest. 


Plus... plenty of 
“elbow room.” 





POWER & LIGHT CO. 


A Growing Company in a Growing West 





A. M. (Tex) Johnston (right), Chief of Flight Test, and R. L. Loesch, Senior Test Pilot, check the "707" before a test flight. 


Boeing’s jet transport is off to a good start 


Day by day a big jet airplane is writing 
history in the sky over Seattle. The 
Boeing Stratotanker-Stratoliner has ex- 
ceeded practically every expectation of 
its designers 

In the week following its first take-off, 
the 707 flew on six of seven consecutive 
days. By early October it had completed 
the entire first phase of flight tests, and 
today is far ahead of schedule. It han- 
dles well in the air, and fuel consump- 
tion has proved surprisingly low. 
Impressed by its performance, the Air 
Force has ordered a tanker version of 
the prototype airplane into production. 





What lies behind the early success of | than a thousand Boeing six-jet B-+7 
this revolutionary transport? One fac- _ bombers and in the eight-jet B-52 which 
tor is Boeing’s unparalleled experience now is in quantity production to be- 
in designing and building multi-jet air- | come America’s front-line heavy-bom- 
craft. Another is exhaustive research in bardment weapon. 


the company’s own trans-sonic wind tun- In addition, in the period since 
; : ‘ 


nel, to achieve efficient airfoil and wing =WWorld War II, Boeing has produced 
characteristics. And a third issound pro- — more than 600 military C-97s and 56 
duction skill. The 707 incorporates commercial Stratocruisers. The C-97s ig 
many thoroughly tested features from _ perform almost all the aerial refueling 
other Boeing jet aircraft. For example, operations of the U. S. Air Force. They 
pod suspension of engines increases also serve as high-priority personnel and 
both safety and ease of maintenance. cargo transports. The Stratocruisers are 

The Stratotanker-Stratoliner inherits the acknowledged queens of transocean 
aerodynamic principles proved in more _ passenger service. 
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Business Booming, Prices Steady: 


OUTLOOK FOR 1955— 
BEST YEAR IN HISTORY 


Records for Output, Income, Building, Trade 


Americans can expect the best business 


year in history in 1955. 


1954 was a year of mild adjustment. It 
prepared the ground for a broad expansion 
that will take firm hold next year. 


Times in the year ahead are going to 
be better than ever before. 

People will have a record amount of 
income. They will spend more than they 
have ever spent in any past year. 

More people will be working at civil- 
ian jobs than ever before. Pay will be 
the biggest in history. 

Output of goods may not be quite as 
high in 1955 as in 1953. Farmers are 
likely to have a trifle less income than in 
1954 and a good deal less than at the 
Korean-war peaks. 

Otherwise, the prospect is for a period 
of record prosperity. 

Only war or a reversal of Government 






Source: Estimates by USN&WR Economic Unit 
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Prospects that now lie ahead: 


® More civilian jobs than ever before. 


money policies could upset trends now 
firmly set. War is a receding, not a grow- 
ing, prospect. There are no signs that 
Government money planners want to 
shift direction. 

The prosperity that lies ahead rests 
upon an abundance of low-cost money. 

It is further encouraged by confidence 
on the part of businessmen that tax poli- 
cies, other policies of Government, will 
be friendly, not punitive. 

A rapidly rising population—with a 
host of growing needs—produces added 
steam for expansion. 

People with vast amounts of money to 
spend are attracted by an almost limit- 
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© A record flow of income to individuals. 
® A new high in sales volume. 
® Improvement for ali except farmers. 


less supply of goods and services and in- 
vestment opportunities. 

Yet at no point do speculative excesses 
threaten at this time the budding ex- 
pansion. Prices are likely to be remark- 
ably steady in the year ahead. 

All around the non-Communist world 
—except in Japan—the same forces are at 
work to produce a year that promises 
to be unlike any since the 1920s. 

It is in the United States, however, 
that the forces working for prosperity 
appear to be the strongest. 

Record buying. People broke all 
records with their Christmas buying. 
More houses are being started at this time 





$359.5 billion 


a year 


$378 billion | 


a year b sa 
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WHAT THE 
NEW YEAR 
UMS 


INDIVIDUALS 


Source: Estimates by USN&WR Economic Unit 


of year than ever before. Businessmen are 
planning once again to invest heavily in 
new plant and equipment—even though 
at a slightly lower rate than in 1954. Auto 
demand and auto production are high. 
Installment terms are being eased all 
along the line. 

Job totals are rising. Pay is on the 
way up. Spending by State and local 
governments is rising to offset much of 
the cut in spending by the Federal Gov- 
ernment. 

There are no spots of real weakness 
in the present outlook. 

Nevertheless, the recovery now started 
is likely to lag a bit by late spring as the 
peak of activity in the automobile in- 
dustry is passed. Then there will be the 
normal summer lull that may give an 
appearance of slowing, but a new upturn 
will develop next autumn. 
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The result is the broad business pic- 
ture shown in the accompanying charts. 

Forecasts made in the charts come 
from the Economic Unit of U.S. News 
& World Report. They reflect a conserv- 
ative appraisal of the forces of recovery 
now at work. The assumption underlying 
them is that Government will not move 
in with strong action to cut down the 
supply of money or to force interest 
rates much higher. 

Total volume of business activity is 
measured by what is labeled the “gross 
national product.” This is a measure of 
total spending for goods and services. 
Some other forecasters are predicting a 
“gross product” for next year of around 
360 billion dollars. Actually, output is 
running above that rate now, and for the 
second half of this year it will average 
359.5 billion a year. The forecast here 


FAMILIES — 
More money to spend 


Personal incomes a year from now 


$299.8 


BILLION 


JOB SEEKERS — 
Work easier to get 


Unemployment now | 


Unemployment a year from now 













$288.2 


BILLION 


Annual Rates 


3.3 


MILLION 


3.0 


MILLION 


is that this measure of activity will reach 
an average of 374.1 billion for 1955 and 
by the second half will be running at a 
rate of 378 billion a year. 

Uptrend in 1955. This will make 1955 
the best business year on record—better 
than the boom year of 1953, when total 
output of 364.9 billion dollars was 
chalked up. Signs are that the trend in 
activity will be upward through most of 
1955, in contrast with the downturn that 
started in mid-1953. People thus are like- 
ly to feel better and to be more confident 
next year than ever before. 

These spending forecasts represent an 
actual increase in activity. Prices are not 
expected to change much either at whole- 
sale or at retail. There are few signs that 
any inflation will develop in the year 
ahead. That means that living standards 
will improve for most people. 
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People’s incomes, in the aggregate, are 
headed for another record. That, too, is 
a reflection of rising living standards. A 
year from now the total income flowing 
to individuals is likely to be higher by 
11.6 billion dollars a year than it is today. 

Most of the increased income is to go 
to the working population—wage earners 
and salaried people. This group didn’t 
do as well in 1954 as in 1953. In 1955 
its members are to fare much better than 
during the 1953 boom. 

The rise in the income of workers is 
to come from the fact that more people 
will have jobs, plus the fact that pay will 
be moderately higher. About a million 
more people will be employed a year 
from now, and the average pay for 
factory workers is likely to be 6 cents an 
hour higher. 


Coming improvement in activity, how- 
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ever, is not expected to absorb all the 
unemployed. The increase in the size of 
the labor force is expected to outpace 
the increase in business volume. Result: 
Although 1 million more people will 
have jobs, the ranks of the unemployed 
will decline by only 300,000. A year 
from now, total unemployment is likely 
to be 3 million. 

Farmers form the one group that will 
not benefit from the business recovery 
that is under way. For a good many of 
them, production will decline by Gov- 
ernment order. For some others, prices 
will dip a bit further. The upshot is that 
farm income is likely to slip a bit in 
1955. When the year winds up, farm 
cash income is likely to amount to 29.3 
billions, against 29.5 billions now. 

Who will benefit. People with invest- 
ments, on the other hand, will improve 
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their position. Dividend payments this 
year topped 1953 and in the year ahead 
are likely to go higher again. Dividends, 
in fact, are expected to establish a new 
record. Interest rates probably will stay 
close to present levels, and rental income 
may rise slightly, giving bondholders and 
landlords about the same income as in 
1954. 

To merchants, the prospect of high in- 
dividual incomes assures a rising volume 
of sales. Cash registers next year are ex- 
pected to ring up record sales of 175.6 
billion dollars, with the rate for the 
second half of 1955 rising to 177.1 
billion. That compares with 170 billion 
for this year, and 170.8 billion for 1953. 

Sales improvement is likely to spread 
to all lines of retail activity. 

Auto dealers, who had their troubles 
in 1954, are counting on 1955 to provide 


17 





U.S. News & World Report 








we 

by 
bees 
plete 







BILLION ‘ 
Corporation profits a year from ? 
$19.8 
BILLION 


Profits After Taxes, Annual Rates 


Be 3 
. : a ‘igi 


i grt Average factory wage now o : 


) <a? \\\ 4 


AN HOUR) . 
bf 


ta. 























yee 


- 





Source: Estimate. vy USN&wR Economic Unit 


both a more orderly and a larger mar- 
ket for new and used cars. 

Sellers of home appliances, hardware 
and furniture stand to benefit from 
higher consumer incomes and the con- 
tinuing boom in houses. New homes 
must be stocked with everything from 
curtains to radios and television sets. The 
trend toward “do it yourself’ in the 
home also gives the prospect of greater 
sales for home tools and materials. 

Altogether, sales of stores specializing 
in durable goods are expected to reach 
59.2 billion dollars in 1955. That’s not 
quite as good as the 60.4 billion marked 
up in 1953, but is better than the 1954 
volume of 57.7 billion. 

Merchants who handle lines of “soft” 
goods did better, as a group, in 1954 
than in 1953. This uptrend is expected to 
continue in 1955. A year from now, sales 
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Average factory wage a year from ne 


of soft goods in retail stores is likely to 
hit a record rate of 117.4 billion dollars 
a year. 

Food stores did a record volume of 
business in 1954. With incomes going 
higher, there is every reason to expect a 
slightly larger volume in 1955. 

Clothing stores and shoe stores, along 
with department stores and mail-order 
houses, stand to make gains in sales as 
people loosen up their pocketbooks. 

Drugstores have had rather steady 
year-to-year gains and can expect to re- 
peat this trend in the year ahead. 

Filling stations will get a larger volume 
as a result of the increased number of 
cars on the road and the increase in travel 
expected next year. 

The increases in retail sales that appear 
to lie ahead will be reflected during 1955 
with an increase in the output of goods. 
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Output to rise. Industrial production, 
which began to rise only recently this 
year, is expected to push higher through 
1955. Output as measured by the Federal 
Reserve Board is likely to reach 134 per 
cent of the 1947-49 average a year from 
now, against an average of 126 per cent 
for the second half of 1954. That will not 
reach the production peaks of the 1953 
boom, but it will be close. 

Output in 1955, however, is expected 
to be on a more solid base than in either 
1953 or 1954. During 1953 manufac- 
turers were stocking up on raw and semi- 
finished materials and merchants were 
stocking goods. This resulted in produc- 
tion of more goods than were finally sold 
and led to a rise in inventories. During 
1954, inventories were trimmed down, 
with the result that sales to final users 
outpaced production in many lines. 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 


feo G8 ee ae on UU le 


fr se 2 ete eee eee 





ion, 
this 
igh 
eral 
per 
‘om 
ent 
not 
953 


ted 
ther 
fac- 
mi- 
vere 
luc- 
sold 
ring 
wn, 
sers 


1954 








U.S. News & World Report 














From now on, production and demand 
are likely to be more closely meshed. 

Gains in output, like improvements in 
sales, are expected to show up over a 
broad front. 

Among producers of “hard” goods, a 
rising output of autos will spark a rise in 
the output of steel, glass, fabrics and the 
countless other materials and parts that 
go into a car. Manufacturers of appli- 
ances are gearing production schedules to 
higher sales, and even the  farm- 
machinery producers look for some gains 
in the year ahead. 

Soft-goods industries, too, can count on 
improvement. Textile mills are booking 
larger orders. Shoe factories are increas- 
ing production. The oil industry expects 
a better year in 1955, and coal producers 
think they see the end of a rather pro- 
tracted slump. 
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BUILDERS — 
Another boor year 


Construction now 
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Boom in building. The construction 
industry faces the pleasant prospect of 
continuing boom. For building, 1954 was 
better than 1953, somewhat to the build- 
ers’ surprise, and 1955 gives every sign of 
topping 1954. 

Housing starts in the year ahead are 
officially estimated at 1.3 million. The 
building industry thinks it may do better 
than this, if assured continuation of the 
easy financing arrangements that now 
prevail. 

Then there are other signs of increased 
construction. Highways are certain to 
expand in the year ahead. There will be 
more schools built. Cities and newly 
developed suburbs need more sewer and 
water systems. 

Business, too, is calling for more con- 
struction. Factory building is expected to 
decline next year. But there is a demand 
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for office buildings, hotels, shopping 
centers, garages and other commercial 
structures. 

Altogether, the volume of new con- 
struction in 1955 is expected to go to 
39.5 billion dollars, compared with 37 
billion in 1954 and 35.3 billion in 
1953. The trend suggests, however, that 
building activity will be higher in the 
first half of next year than in the sec- 
ond half. 

All in all, the prospects for business 
in 1955 point to a year of high activity, 
record incomes and large profits. The ex- 
pansion ahead, moreover, is expected to 
avoid the excesses that usually mark a 
boom. 


For a look at other business fronts: 
The stock market, page 24; jobs and 
wages, page 66; taxes, page 78. 
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Will War Be Avoided? 


GOOD TIMES FOR EUROPE, TOO 


Feeling of Peace Prevails as People Prosper 





cround the world, in Asia. 





To Europe, war seems far away. For the 
first time in many years, people aren't afraid. 
Danger zones exist—but they are halfway 


Europeans, hard at work, feel they have 
more urgent things to do than worry about 
Russia now. Their attitude: Germans will re- 





arm, Western defenses will grow strong, the 
Communists will threaten the peace but keep 
it—while everybody busies himself making as 
much money as he possibly can. 

On these pages is a look around the world 
at the start of 1955, based on U.S. News & 
World Report staff surveys in key areas. 








PARIS 


At last—after nine long winters of dis- 
content and fear—millions of Europeans 
welcome the new year with a feeling of 
buoyant self-confidence. 

There is a job for almost anybody 
who wants to work. Pay is good and 
things to spend it on are more plentiful. 
In many places the holiday just past was 
the biggest Christmas ever, and the new 
year looks bright and prosperous. 

War? You seldom hear it mentioned 
any more. 

The Russian threat? Most people are 
convinced it is becoming very remote. 

The Soviet Union, being hemmed in 
by the approach of German rearm- 
ament, tried a mixture of bluff, 
bluster and cajolery on the Euro- 
peans in December to try to kill off 
the German Army plan. It didn’t 
work. Now the idea is spreading 
that Moscow’s bluff has been called 
—that the Russians have no inten- 
tion of doing anything that will 
involve the world in the risk of 
general war. 

At the same time there is less 
talk of appeasement in West Eu- 
rope. The Germans haven't actual- 
ly been rearmed yet, but nearly 
everybody accepts it as fact that 
they will be. The West is going 
right ahead with new security ar- 
rangements. The North Atlantic 
Treaty Organization, at last, seems 
like something more than a paper 
military force. 

The Europeans are proud of 











of Soviet military power. As one Dan- 
ish official remarked, “After all, if any 
single thing prevented the Russians from 
pushing us into World War III it was 
NATO. NATO worked.” 

From its news bureau: in Europe and 
Asia, U.S. News & World Report has 
drawn together information to give you 
a look into 1955-the first new year of 
world peace since 1940. 

Tensions in Asia. This survey shows 
that Asia, not Europe, probably holds 
the key to war or peace in 1955. Any 
assault by the Chinese Communists on 
the islands near Formosa will sharply in- 
crease tensions and might even involve 
the U.S. in a new war. Unless there is 
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a drastic change in U.S. policy, a direct 
attack by the Communists on Formosa 
itself will start a conflict larger in scope 
than either Indo-China or Korea. 

Thus, tension continues in the vast, 
restless sweep of Asia from the Sea of 
Japan to the Bay of Bengal. It is in 
Europe—along the edge of the Commu- 
nist Iron Curtain—that basic changes 
have come to make this a different new 
year. 

Boom in Europe. In country after 
country there is a sense of well-being 
and self-confidence. A year ago the Eu- 
ropeans were afraid a depression would 
hit America and drag them down with it. 
They were afraid that somewhere, some- 
how, someone was about to trigger 
off a world war. There was a 
feeling of helplessness—and of 
fright. That is all forgotten now. 

A 1954 slump in the U. S. found 
Europe moving into boom times, 
and the boom is still rolling. Gov- 
ernments, not the people, are con- 
cerned with the problem of war 
or peace. 

France closed its 1954 books on 
the best business year the country 
has ever known—so good that many 
Frenchmen cannot believe _ it. 
Wages, profits, home-building, em- 
ployment, savings—nearly every 
economic index is at a postwar 
peak. 

Industrial production in France 
is 60 per cent above what it was 
before World War II, after climb- 
ing 12 per cent in one year. Un- 











NATO now—mostly because they 
got away with the idea of setting 
ug combined defenses in the face 
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“WHICH DIRECTION?” 
... not many expect war 





~Hesse in the St. Louis Globe-Democrat 


employment is close to the vanish- 
ing point. A record harvest has 
lifted farm incomes to new high 
levels. To all these things should be 
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Give authority to create 
12 German divisions 
(Must be approved by 
France, Britain, Italy, the 
Netherlands, Belgium, 
Luxembourg and 

West Germany) 


Admit West Germany 


Treaty Organization 
{Must be approved 
by 14 NATO 

Allies, including 

the U.S.) 





into the North Atlantic 


Sign a peace contract 
between West Germany 
and the occupying 
powers (Must be 
ratified by U.S., 

Britain, France and 
West Germany) 





All three steps must be completed before the Germans start to rearm. 


added a birth rate that now is one of 
Europe’s highest. There were 43 million 
Frenchmen to greet the new year—more 
than ever inhabited the country before. 

Still, with their many blessings, a lot 
of people are grumbling. There have 
been strikes of radio technicians, Gov- 
ernment workers, dairy farmers. Riots 
broke out in two towns where tax in- 
spectors tried to inspect the books of 
shopkeepers. The restlessness puzzles 
outsiders, but one Frenchman offers this 
as his explanation: 

“France’s numerous blessings are so 
unexpected, many Frenchmen doubt they 
are real. Those who believe they are 
real doubt they will last. Those who 
believe they will last are congenital op- 
timists—and anyone who is a congenital 
optimist can hardly be a Frenchman.” 

German prosperity. West Germany is 
enjoying a prosperity it has seldom 
known. Order books of steel mills and 
machinery plants are bulging. Plants are 
approaching capacity operations. Full 
employment is a reality, and industrialists 
are looking around for labor-saving de- 
vices in anticipation of the arms orders 
that will come on top of their present 
business. 

Many German families, for the first 
time, are buying such things as refrigera- 
tors, washing machines, television sets, 
motorcycles and cars. There is a big de- 
mand for all types of consumer goods. The 
Germans—like Europeans everywhere— 
are becoming gadget-minded. Even in 
West Berlin, an island in the heart of 
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the Soviet zone, things are moving up, 
although the pace is slower there. 

With everybody busy, the Germans 
are beginning to talk of bringing in 
workers from Italy, the one vast pool of 
unemployment remaining in West Eu- 
rope. But Italy, too, has become a land 
of rising profits, rising wages and rising 
production. 

Less fear in Italy. There are surface 
signs of good times all over Italy. The 
shops are filled. Wealthy Italian women 





EUROPE'S AUTOS ROLL OUT 
. .. into a much bigger market 


are among the best-dressed in the world. 
Their frocks are the products of Italian 
designers. City streets reverberate day 
and night with the noise of thousands 
of automobiles and motor scooters. Italian 
restaurants, many of them lavish, seem 
always crowded with diners. 

Despite these things, however, the 
basic illnesses of Italy remain—chronic 
unemployment and chronic maldistribu- 
tion of income—for which no solution has 
yet been found. Italy has 2 million un- 
employed and another 2 million under- 
employed. There is little prospect, even 
with the many evidences of rising 
prosperity, that 1955 will mean a better 
living for the country’s poverty-stricken 
millions on the bottom rung of economy. 

But in Italy, as everywhere in Europe, 
there is less fear and anxiety. The Com- 
munists no longer seem so awesome. 
War is out of mind. 

The same mood is apparent across 


‘the English Channel from continental 


Europe. So far as the man in the London 
street is concerned, he doesn’t expect 
trouble with Russia. He is enjoying his 
first postwar new year without rationing. 
There is a constantly wider selection of 
things he can buy in the shops. He’s just 
had the best Christmas he can remem- 
ber. True, his living costs are going up, 
but his pay has gone up, too. 

The German Army. In the face of 
these lessening tensions, one of the oddi- 
ties in present-day Europe is the drive 
to rearm the Germans. Actually, a new 
German Army is still far from reality 
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(see chart on page 21). But the idea 
itself is accepted. The strange thing is 
that the prospect of another generation 
of German soldiers has more enthusiastic 
friends outside Germany than it has in 
the country itself. 

Rearmament arouses strong aversion 
among the Western Germans for a va- 
riety of reasons. The program to create 
12 German divisions and put them into 
the defense line of Western Europe 
needs a lot of selling to put it over with 
the young men—especially the industrial 
workers. And at least 40 per cent of 
soldiers of the new Army will have to 
be technically skilled men. Whatever 
happens in the parliaments of Europe, 
the Adenauer Government will still be 
up against the job of winning popular 
support for rearmament at home. 

Still, West Germany—shattered in de- 
feat 10 years ago—is likely to emerge in 
the new ear as the strongest single na- 
tion in Western Europe. The Germans 
cannot be bothered with thoughts of de- 
fense, rearmament or war because such 
things interfere with their pursuit of 
money and happiness. 

They are in a- tremendous race for 
markets, moving into areas long recog- 
nized as Britain’s established markets. 
Britain still holds the edge in selling 
electrical machinery, textiles, food and 
vehicles. But Germany leads in chem- 
icals and coal, is even with Britain in 
sales of nonelectric machinery and is 
pulling up close in shipbuilding. 

All across Europe, the hydrogen bomb 
has fed the idea that war has become 
impossible—or, if it comes, it will blow 
everybody to smithereens wherever he 
happens to be. So almost no one is 
thinking of putting a nest egg someplace 
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... it’s to the pursuit of money and happiness 


abroad—just in case. Earnings are being 
reinvested at home at an enormous rate. 
Small and medium income groups are 
putting their money into savings banks 
instead of under the mattress. 

New view of U.S. There are im- 
portant changes, too, in the attitude of 
Europeans toward Americans. You meet 
many people—more than you might 
imagine—who tell you that they are 
better off because of two things: U.S. 
economic aid and U.S. military support 
for NATO. 

Anti-Americanism is still present, but 
the people seem to think and talk about 
the U.S. less and less. 

The things that worry Europeans 


-Wide World 


In Asia: the world’s danger spot 
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about America now are not so much high 
policy matters as incidents that, in the 
U.S., probably seem trivial. For exam- 
ple, a U.S. tariff on blue cheese caused 
more suspicion about America in Den- 
mark than did the decision to rearm Ger- 
many. The Swedes are bitter about tariff 
rules on their sales of hardwood in 
America. The Norwegians complain be- 
cause the U.S. immigration laws work 
hardships on their sailors and their ship- 
ping industry. And all over Europe you 
run into people who are upset about the 
U.S. tariff on Swiss watches. 

Europe's “‘normalcy.” If you get the 
impression, though, that such things are 
intensely debated by 2veryone, the im- 
pression is misleading. Things the Euro- 
peans talk about this winter are pretty 
much the same things people talk about 
in America. If there is such a condition 
as “normalcy,” West Europe is returning 
to it—and with breath-taking speed. 

The hopelessness, the despair and 
fears that hung over these countries a 
year ago are gone. The worker who in the 
past peddled to work on a rickety bi- 
cycle now rides a motor scooter to his 
job. And many talk of buying a car one 
of these days—an unheard-of thing not 
long ago. 

A more comfortable house, money in 
the bank, a better education for the 
children—even a refrigerator and,a tele- 
vision set—these are the things that fill 
the minds of Europeans as 1955 nears. 
War seems far away. 


For the views of Chancellor Adenaver 
of Germany on the future of Europe, seé 
page 34. Problems of top leaders in 
keeping world peace and prosperity in 
the year ahead are outl'ned on page 48. 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 























SMOOTHING OUT A 1750-TON SMASH UP... 


MOTORS AND 
GENERATORS 





Specially designed G-E motors 
will power these record-size ore grinders 


To grind tremendous volumes of raw copper ore for 
processing, the White Pine Copper Company recently 
put in service the six huge ball mills shown above. 
They are among the biggest in the world, capable of 
grinding to a fine mesh more than 1750 tons of ore 
per day; when they were planned there wasn’t 
a motor designed suitable for driving them. Here is 
what was required: the drives would have to be of the 
slow-speed synchronous type, brawny enough to start 
the 300-ton mills from a standstill, smooth enough 
to cause only a minimum fluctuation of the supply 
voltage. White Pine Copper Company brought their 
problem to General Electric. 


GENERAL ELECTRIC DESIGNED six of the largest, 


most powerful synchronous motors in ball mill serv- 
ice today—1500-hp giants that measure 14 feet across 
and weigh about 50,000 pounds. 


TO G-E ENGINEERS, every big motor and generator 
job stands apart. Each has its own special require- 
ments, and gets its own unique solution. But all jobs 
have this in common: they benefit from the research, 
engineering and manufacturing skills which so effec- 
tively solved the White Pine Copper Company’s 
problem. 


FOR COMPLETE INFORMATION on large motors and 
generators contact your nearest G-E Apparatus Sales 
Office. General Electric Co., Schenectady 5, N. Y. 


770-34 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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Will Stocks Keep Rising? 


WHAT MAKES THE MARKET GO UP 


Big Profits . . . Good Dividends . . . Lots of Money 


Stock market, having broken 
records in this “‘recession’”’ year, 
moves into a new year in which— 

Corporation profits will jump 
11 per cent. Dividends will hit 
an all-time high. Money will be 
kept cheap and abundant. Pros- 
perity will take over. 

What all that could mean to 
you as an investor, on the basis 
of history and arithmetic, is set 
out in detail in this article. 


NEW YORK 


Fortunes have been made and are 
being made—on paper—in the bull 
market in stocks. Many an investor has 
seen the value of the shares he holds 
double within the past 15 months. 

The average gain in price of high- 
grade equities in industrial corporations 
has been more than 40 per cent during 
1954 alone. The 1954 advance has been 
50 per cent in the case of railroads, 17 
per cent in the case of utilities. These are 
the figures on the basis of the Dow- 
Jones averages. 

Investors now wonder what lies ahead. 
Is the stock market boom getting out 
of hand? Will Government use its power 
over money and credit to crack down? 
What does the record of the past sug- 
gest for the future of the market? 

Outlook for 1955. The future value 
of corporation shares is tied rather 
closely to the prospect for profits and 
dividends. It is related, as well, to gen- 
eral business, to the yields on other 
types of securities, to world affairs, to 
Government policies. 

As of now, it appears that revived war 
scares will not be a major influence on 
investor sentiment in the year ahead. 
There is no sign that Government is wor- 
ried about what has happened to stock 
prices up to this point. Compared with 
past bull markets, the recent market rise 
is not considered excessive. 

At the same time, profits in 1955 al- 
most surely are going to be higher than 
in 1954. For all corporations as a group, 
the Economic Unit of U.S. News & 
World Report estimates 1955 earnings, 
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Bull Market of ‘54: 
Where It Hit 


(Percentage increase in stock 
prices, January 7 to December 
16) ; 


Aircraft 130.8 
Cement 88.9 
Air transport 75.8 
Office equipment 71.1 
Steel and iron 69.3 
Rubber 61.9 
Building materials 59.3 


Electrical equipment 55.2 


Aluminum 52.3 
Paper 51.1 
Television 47.4 
Machinery 47.3 
Machine tools 46.8 
Insurance 46.1 
Installment finance 37.4 
Oil 36.8 
Copper, lead, zinc 34.8 
Motion pictures 34.0 


Railroad equipment 32.8 


Auto equipment 29.3 
Textiles 28.9 
Distillers 27.5 
Chemicals 26.5 
Farm equipment 25.4 


Department stores 24.9 


Automobiles 21.3 
Dry-goods stores 20.5 
Packing 17.6 


Foods and beverages 14.4 


Banks 12.3 
Grocery chains 10.8 
Drugs 9.8 
Tobacco 1.2 


Source: Barron's, Standard & Poor's 


after taxes, at 19.6 billion dollars. This is 
11.4 per cent above indicated earnings of 
1954. 

Dividends are placed at an all-time 
high of 10.6 billions in 1955, a jump of 
900 millions above the record level of 
1954. 

As for general business, a year of rec- 
ord activity and prosperity seems to lie 
ahead. Personal incomes almost surely 
will hit new highs. Retail trade is ex- 
pected to rise. Money will be kept plen- 
tiful and cheap. Yields on corporation 
bonds, in all probability, will remain be- 
low the average yields on stocks. That is 
important in measuring the market out- 
look. If bonds get close to stocks in re- 
turns to the investor, then stocks tend to 
lose some of their attraction. 

Many things, of course, can upset any 
market which involves speculation. Still, 
some guideposts used in the past do 
help in judging the outlook. 

It is apparent, for example, on the 
basis of certain assumptions with respect 
to dividends, bond yields and _ relation- 
ships between stock prices and corpora- 
tion earnings, that there could be a fur- 
ther rise in stock prices in 1955. Some of 
these assumptions are outlined below, as 
a means of measuring what this rise could 
be. What is given here is not a forecast 
but an analysis of the potential, assuming 
no other factors enter the market to alter 
the picture. In each instance, figures are 
based on the Dow-Jones average of 30 
industrial stocks, mostly blue chips. 

Assumption No. 1: Yields on corpora- 
tion bonds remain unchanged, aver- 
aging 2.9 per cent on high-grade bonds. 
Dividends on the 30 Dow-Jones indus- 
trial stocks in 1955 rise 8 per cent above 
the present level. 

To maintain the current relationship 
between what stocks sell for in the 
market and what they produce in divi- 
dends, prices would need to rise. Poten- 
tial price average on the Dow-Jones list, 
in that case: 429.2. That’s a gain of 7.8 
per cent. 

Assumption No. 2: Again, yields on 


high-grade corporation bonds stay where . 


they are, and dividends on Dow-Jones 
industrial stocks go up 8 per cent. Now 
assume that stocks are priced to yield 
27.9 per cent more than high-grade 
bonds, as happened at the top of the 
1946 bull market. 
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Under these circumstances, the poten- 
tial price average of the Dow-Jones list 
becomes 490.6, or 23.2 per cent above 
the recent level. 

If it were to work out that way, the 
percentage rise of the market in 1955 
would be a little morc than half the rise 
of 1954. 

For this assumption, the year 1946 is 
used for comparison because individual 
tax rates then were not greatly different 
from what they are now. Also, in 1946, 
as in previous bull markets, the differ- 
ence between bond yields and _ stock 
yields was somewhat smaller than it is 
now. Stocks recently have been yield- 
ing 46 per cent more than bonds, 
against the 1946 differential of 27.9 
per cent. 

Assumption No, 3: Earnings of the 30 
companies on the Dow-Jones industrial 
list rise 10 per cent, a slightly smaller 
increase than is expected for all corpora- 
tions as a group. Assume that stocks in 
these companies continue, as at present, 
to sell at prices equal to 14.9 times an- 
nual earnings. Since earnings are as- 
sumed to be higher in 1955, prices will 
need to rise if this ratio of prices to earn- 
ings is to be maintained. 

Now the potential price rise is 9.9 per 
cent to a 1955 level of 437.6. 
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*100,000 


*140,874 





*100,000 


*150,008 





*100,000 


*116,981 








Thus. price-earnings ratio of 14.9 to 1 
is lower than at the peaks of previous 
bull markets. It was 19.1 to 1 in 1929, 
17.5 to 1 in 1987, and 20.8 to 1 in 1946. 
On the basis of the earnings now pro- 
jected for 1955, prices on the Dow- 
Jones list would need to bound up 
sharply to equal these earlier ratios— 
561 to equal the 1929 ratio, 514 to equal 
the 1937 ratio, 611 to equal the 1946 
ratio. 

Assumption No, 4: Dividends, as be- 
fore, rise 8 per cent. Yields on tax- 
exempt municipal bonds remain where 
they are, 2.34 per cent on high-grade 
bonds. Assume, also, that stock prices 
rise so that, for the average investor, the 
after-tax yield on stocks continues, as at 
present, just a shade above the gross 
yield on tax-exempt municipals. 

On this basis, the average price of the 
Dow-Jones list would need to advance 9 
per cent, to 435. 

Assumption No. 5: Dividends go up 
8 per cent above 1954. Government mod- 
ifies its cheap-money policy, and yields 
on high-grade corporation bonds rise to 
the level of last January, 3.09 per cent. 
Now assume that stocks are priced to 
yield 27.9 per cent more than bonds, as 
was the case in 1946. 

Under this assumption, the price po- 





*Assuming price advances equal to those on the Dow-Jones 
eters, Lett pre 


utility averages, as of December 21. 


© 1954, By U.S. News Pub. Corp. 


tential of the Dow-Jones list becomes 
461, or 15.8 per cent above the recent 
average. 

Here, then, are five assumptions that, 
on the basis of arithmetic, could con- 
ceivably produce price increases on the 
Dow-Jones industrial list ranging from 
7.8 to 23.2 per cent. These figures are 
useful in judging the present and pros- 
pective market in the light of history and 
the solid facts of profits, yields and 
prices. However, they measure only the 
potential, under circumstances set out in 
the assumptions. What actually will hap- 
pen in 1955 will be governed by many 
factors other than arithmetic, and cannot 
be foretold. 

The lesson of 1954. None of the 
assumptions used here suggests a market 
rise in 1955 comparable to that of 1954. 
Even in the year now ending, when the 
industrial average went up 41 per cent, 
many issues failed to get in on the boom. 
As shown by the table on page 24, the 
price advance of principal groups has 
ranged from 1.2 to 130.8 per cent. Some 
issues, contrary to the impression that 
casual readers might have gained from 
the daily financial headlines, actually 
lost ground in 1954. Careful selection 
paid off in the year now ending. This 
experience could be repeated in 1955. 
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Record Crop of Babies 


The country is just feeling the 
first effects of the big jump in 
births since World War Il. 

Toy business thrives. Grade 
schools are jammed. 

Still to come: high-school short- 
age, crowded colleges, millions 
more cars, big need for jobs and 
houses, still more babies. 


More than 4 million babies a year 
are being born in the United States. 

In 1954, for the first time, the birth 
rate passed the 4-million mark. The 
year 1955 will almost certainly wel- 
come even more babies than 1954. 

Then, in the next few years, because 
of fewer marriages, the birth rate may 
drop a bit, according to population ex- 
perts. But the great number of births 
in the last few years already has set in 
motion a kind of tidal wave that is 
sweeping through the economy, that will 
hit one vital sector after another as the 
years roll by. 

You can look ahead and tell rather 
accurately what effects will be showing 
up. 
Already people who sell baby supplies 
and toys are doing a rushing business. 

Already the nation’s grade schools 
have been struck a rude blow. Strenuous 
efforts to provide more classrooms are 
falling short of actual needs. Much 
building goes on; still there are not 
enough schools to provide for all the chil- 
dren properly. 

A look at the chart on this page shows 
you why the grade schools are jammed. 

When the rise started. The biggest 
jump in births came right after World 
War II. In 1946, there were 553,000 
more children born than in 1945. In 
1947, there were 406,000 more than in 
1946. 

Thus, in just two years, the number of 
children being born increased by nearly 
a million a year, or one third. Now the 
number has about leveled off—at an even 
higher level. 

Children born in the bumper crops of 
1946 and 1947 are going to grade school 
now. Most of them were enrolled in 
first grade in 1952 or 1953. The number 
of grade-school pupils went up 800,000 
in 1951, by 1.2 million in 1952, by 1.4 
million in 1953. 
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In those years, many areas that 
thought their school-building programs 
were geared to take care of the postwar 
babies found they had underestimated. 
Schools, especially in fast-growing sub- 
urban areas, went on half-day sessions, 
trying to make one classroom do the work 
of two. School districts began to run out 
of cash for building; some borrowed all 
they could, then had to stop. 

High schools next. The babies of 
1946 and 1947 will arrive in high school 


It Means Good Business, but Big Problems, Too 


wartime babies are just now grown to 
high-school age. 

College or the Army? The colleges 
can expect to feel a bit crowded by about 
1965. Some of the babies of 1946 and 
1947 will arrive on campus sooner; others 
might be delayed, depending on how 
the draft is run. 

Enrollments in colleges and profes. 
sional schools are expected by the Govy- 
ernment to increase steadily, about 100,- 
000 or 200,000 a year, until 1965. Then, 
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Source: Labor Department (1954-55 estimates by USN&WR Economic Unit) 


around 1960-62, depending on whether 
high school starts with the ninth or tenth 
grade. 

Official forecasts indicate the number 
of children in high schools will increase 
by 500,000 in 1961, by 700,000 in 1962, 
and by 600,000 in 1963. 

School boards are laying plans right 
now to build schools needed for those 
years. They hope that by then the pres- 
sure for elementary classrooms will ease, 
for the time being. 

But there are signs, even now, that the 
high-school needs are being underesti- 
mated, just as grade-school needs have 
been. According to a Government fore- 
cast, the number of high-school students 
was expected to increase about 166,000 
in 1954. The actual gain was 467,000. 

Again, a glance at the chart on this page 
shows where those extra children came 
from. You see a smaller wave of increased 
births from 1940 through 1943. Those 
years brought an increase of 638,000 in 
the annual rate. The first of those extra 


° 
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the official forecasts suggest, a jump of 
300,000 will occur. 

The needs of that period are being 
stressed already by the colleges in their 
fund-raising campaigns. Alumni are being 
warmed that the old alma mater will be 
neglected, if it isn’t ready to accept 
bigger student bodies in the next decade. 

Boys born in 1946 will be in the 
draft-age group, 18 to 24 years old, 
from 1964 to 1970. To the men who plan 
the nation’s military strength, these post- 
war babies will be a welcome addition. 

Right now, the military men are seeing 
the number of men of draft age diminish- 
ing, a trend that goes back to the low 
birth rate of the depression. There were 
about 8.5 million men aged 18-24 in 
1944; there are about 7.6 million, nearly 
a million fewer, in 1955. 

Bat in 1965, according to population 
estimates, there will be about 10.3 mil- 
lion in this military-manpower reservoir. 

Babies grown up. Wedding bells 
will ring more often in the 1960s, when 
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the babies of 1946 and 1947 reach the 
ages at which people most frequently 
marry—about 20 for women, about 23 ‘ 6 

for men. The result will be a pickup As the babies grow tye) ree 
in the annual rate of household forma- 

tion, a figure that is watched closely by 
the building industry as one indication 
of demand for new homes. 

The record number of marriages, 
2,291,000, was set in 1946. The estimate 
for 1954 is only 1,467,000, and this down- 
trend is expected to continue until about 
1959. 

An estimate of 1,600,000 marriages 
for 1965 has been made by the Economic 
Unit of U.S. News & World Report, 
based on Census Bureau data. 

From marriages of the 1960s will come 
another big wave of births. 

Meanwhile, demand for food, clothing, 
cars and luxuries of all types—and for 
jobs—will be greatly increased. The 


Census Bureau figures the number of th . 
Re en in high school 
people in the labor force will increase in wt Le gm Schools 


the 1960-65 period at a rate of 1,172,000 Children in high school— 


a year. In 1950-55, the increase averages 
less than 700,000. 
Thus, the number of new jobs to be 1950 6.6 million 
found each year will increase by nearly 
1955 7.9 million 
1960 9.8 million 
1965 12.5 million 


The increase is felt in grade schools... 


Children in kindergarten 
and elementary school— 


1950 21.4 million 
1955 27.1 million 
1960 | 32.3 million 
1965 33.7 million 



































half a million. Farm population is de- 
clining. So the additional jobs will depend 
on expansion in other lines: manufactur- 
ing, trade, services, the professions. 
School systems alone are expected to 
provide an additional 50,000 jobs each 
year. Many more doctors, dentists, nurses, 
lawyers will be needed. 
In 1965, federal planners say, there z 
will be about 81 million cars and trucks --- then in college 
registered. The number of vehicles Enrollment in colleges and 
registered today is about 58 million. professional schools— 


Already, traffic jams that might result 
from this big increase in driving are 
being foreseen. Plans are being laid to 1950 2.3 miliion 
build roads that will take care of the 81 
iJ ae 
1955 2.59 million 
1960 3.0 million 
1965 3.8 million 





























million vehicles and more. 

Farm surpluses, according to Govern- 
ment officials, may give way to shortages 
with the increased population that will 
have to be fed and clothed. The Govern- 
ment, now trying to make crops smaller, 
will be setting bigger goals by the 1960s. 
Scientific discoveries and increased out- 
put per farm will be needed, the experts 
say, to provide an adequate diet. 

Relatively little of the increase in 
crops can come from new land being put 
into production. For the U.S., in many 
ways, will be getting crowded. Cities 
will sprawl farther into the suburbs. 
More shopping centers, airports and 
factories will be located in places that are 
now open country. 

The big baby crops of the postwar 
period are just beginning to change the 
nation. 























-.. and by draft-age boys 
18 to 24-year-olds— 


1950 8.0 million 
1955 7.6 million 
1960 8.3 million 
1965 10.3 million 





























A new plan to build schools for the 
postwar babies is revealed on page 57. . 


Basic Data: Census Bureau and Federal Security Agency © 1954. By U.S. News Pub. Corp. 
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HOW NEW DRAFT PLAN WORKS 


For YOUTHS: A Choice of Four Ways to Serve 
For VETERANS: A Break for Men With Korean Duty 


Millions of American youths 
are to be affected by new draft 
and Reserve policies, in the Pen- 
tagon’s latest manpower plan. 

Draft will be cut far back, will 
spare younger boys. Ex-service- 
men then mcy be ordered to take 
weekly drill, if Congress goes 
along. A six-month training pro- 
gram is offered teen-agers. 

Below is a report on the plan, 
showing where to look for 
changes. 


The whole outlook for youths sub- 
ject to draft is going to change in the 
months just ahead. Much of the un- 
certainty that for 15 years has plagued 
the lives of young men gradually will 
be removed. 

Draft calls are being cut in half at 
this time. This cut grows from a decision 
to reduce by 403,000, over the next 18 
months, the number of men in the armed 
forces. 

A draft that takes only 10,000 or 11,- 
000 youths a month, at least temporarily, 
will mean that most of the needed men 
can be found at ages 2] and 22, or even 
23. Not many months ago, draft boards 
were dipping into the ranks of 19-year- 
olds to fill their quotas. 

Reduced demand for youths of 21 
and an end to most demands for 20-year- 
olds will mean that almost all young men 
can make their college plans with assur- 
ance. The average youth can know that 


he will not be reached for draft during a 
four-year college course, whether or not 
he remains in the upper levels scholas- 
tically. 

The six-months plan. There will be 
an opportunity, too, if Congress approves, 
for some youths to avoid the threat of 
draft altogether and satisfy requirements 
for active service in six months of full- 
time training. 

Volunteers for this new form of Re- 
serve training, under the plan that the 
Defense Department will recommend to 
Congress, would undergo training for 
half a year in programs resembling those 
planned at one time for universal mili- 
tary training. Pay for these trainees is 
set at $30 a month, as compared with 
$78 a month in the Army. Then, the 
volunteers would serve nine and a half 
years in active Reserve units. They 
could perform this service in the Na- 
tional Guard or in the “ready” Reserves 
of the armed services. There would be 
one night of drill each week, in most 
cases, and two weeks of summer train- 
ing to fill out the 10-year obligation. 

Details of the plan the President fa- 
vors are given in the accompanying 
charts. Congress almost surely will in- 
sist upon changes in parts of the plan. 
What is offered for you to study is the 
framework of a training system that is 
likely to get approval in modified form. 

The draft itself is to go on. Drafted 
youths will continue to serve for two 
years. Draftees will go on being fed into 
regular Army units for service anyplace 
in the world. 

Push for enlistments. Use of the draft, 
and the channeling of draftees into less 
desirable branches of the service, will 





Size Now 
1,343,000 
692,000 
222,000 
Air Force 961,000 


Army 
Navy 
Marine Corps 


Where Armed Forces Will Be Cut 
Size June, 1955 


Size June, 1956 
1,000,000 
650,000 
190,000 
975,000 


1,100,000 
665,000 
205,000 
970,000 





TOTAL MILTARY 3,218,000 
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2,940,000 2,815,000 








continue as a prod to youths to enlist 
voluntarily, where they wish to choose 
another branch or to get a reduced term 
of service in the active Reserves. There 
is a desire, as well, to keep draft ma- 
chinery in operating condition. 

Emphasis, however, is to shift from 
drafting youths for active service to 
building a system of active Reserves to 
be available in time of emergency. The 
first line of defense is to rest more with 
the Air Force and Navy, based upon 
volunteers. The Army, reduced in size, 
will have its professional corps and then 
will be augmented by draftees, plus a 
growing backlog of active Reserves. 

The active Reserve, if Congress per- 
mits its thorough development, will take 
on great importance. This will be the 
force to be expanded for use if another 
“limited war” develops, or if major war 
should break out. 

Korea was fought at its start by veter- 
ans of World War II, drawn back into 
uniform on an emergency basis. The new 
Reserve plan is aimed at ultimately cor- 
recting this situation, in which veterans 
of one war must be called back to fight 
the next. Idea is to provide a Reserve 
force ready to move out on short notice 
for limited emergency use, a force which 
gets a steady flow of new manpower to 
replace the bulk of callable war veterans. 

Incentives and penalties. Basis of the 
new Reserve plan is a system of incen- 
tives and penalties, designed to put 
“teeth” into the present law requiring 
discharged servicemen to spend several 
years in the active Reserve. That law, 
passed in 1951, is widely ignored at this 
time, with most former servicemen re- 
maining inactive in the Reserve program. 

Incentives in the proposed plan in- 
clude drill pay for all active Reservists, 
on an hourly basis for weekly or biweek- 
ly drill periods. An increased rate of 
training pay is proposed, too, for Reserv- 
ists as well as Regulars. In addition, 
Reserve duty under the new plan would 
bring assurance of promotions and retire- 
ment benefits. 

But it is a system of penalties that is 
expected to get most men into the ac 
tive Reserve program after leaving the 
service. Failure to take Reserve drill, un- 
der the new proposal, means that the in- 
dividual will lose veterans’ benefits, will 

(Continued on page 30) 
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HE CAN ENLIST 
Active duty required: Reserve duty required: Total obligation 


3 years in the Army . 4 years’ active Reserve, 1 inactive ——_—_) 8 YEARS 
3 years in Marines. . 4 years’ active Reserve, 1 inactive -———5 8 YEARS 
4 years in Air Force . 2 years’ active Reserve, 2 inactive ———5 8 YEARS 
4 years in the Navy . 2 years’ active Reserve, 2 inactive» 8 YEARS 


HE CAN WAIT FOR THE DRAFT 


Active duty required, Reserve duty required, Total obligation 
if drafted: if drafted: 





2 years in the Army. ..... 6 years’ active Reserve +8 YEARS 


HE CAN START RESERVE TRAINING BEFORE DRAFT 


Active duty required, Reserve duty required: Total obligation 
when called up: 


2 years in the Army, 
Navy or Marines. ....... 6 years’ active Reserve YEARS 


8 
4 years in Air Force ...... 4 years’ active Reserve + 8 YEARS 








HE CAN SIGN UP FOR STAND-BY TRAINING 


Active duty required: Reserve duty required, Total obligation 
if accepted: 


None..........» 6 months’ full-time training 
9% years’ part-time, active Reserve-——_ 10 YEARS 





efense Department ‘ : ; ; ; ve =“ : © 1954, By U.S. News Pub. Corp 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 29 








U.S. News & World Report 





be reduced in rank, will lose any retire- 
ment credits, and will receive a Reserve 
discharge that is “other than honorable.” 
These add up to a strong incentive for 
the former serviceman to keep an active 
Reserve status. 

In the case of the six-month trainee, 
if that program is approved, the penalty 
for failure to keep up Reserve duties will 
be an immediate draft for an additional 
one and a half year’s full-time service in 
uniform. 

Everyone, except these six-month 
trainees, will be expected to fill an eight- 
year military obligation, under the plan. 
That means a period of Reserve duty 
amounting to eight years minus the in- 
dividual’s years of active duty, as the 
chart on page 29 shows. 

The result by 1959, if the program is 
approved by Congress substantially as 
recommended by the President, will be 
an active Reserve force of about 3 mil- 
lion men in a “Service Callable Reserve,” 
plus an inactive Reserve list of another 2 
million men in a “Selectively Callable 
Reserve.” 

The aim, as officially cescribed by 
Carter L. Burgess, Assistant Secretary of 
Defense for Manpower and Personnel, is 
a Reserve force of these two segments: 

Service Callable Reserve: “This 
is an appropriately organized and 
trained force, constituting the Re- 
serve manpower base for the initial 
phases of a general mobilization. 
It is to be a readily available force, 
subject to call in time of war or 
in, an emergency declared by the 
Congress or proclaimed by the 
President.” 

Selectively Callable Reserve: 
“This is a nonorganized, nonpaid re- 
serve pool which will provide expe- 
rienced personnel for forces to be 
raised for the secondary phases of 
mobilization . . . Members are liable 
for recall only in a general mobili- 
zation, and their availability for 
service will be determined by the 
Selective Service System .. .” 

What it all means to the young man 
now approaching draft age is this: 

Easier exemptions. Draft itself be- 
comes much less of a consideration in 
laying plans for the future. Only. about 
one youth in eight is to be drafted, at 
the draft rate that begins in February. 
Exemptions and deferments will be far 
easier to get than they have been in 
the past. : 

Alternatives are to be readily available 
for those who find themselves classed 
1-A in the draft. In addition to the past 
alternative of a three or four-year “hitch” 
in one of the other armed services, there 
is a two-year enlistment in the Navy or 
Marines to be had by those who start 
Reserve training under those services 
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Reserve discharge. 


thus far. 


serve status. 


turn to the active reserves. 








before going on active duty. And for 
those who are accepted under a 100,000 
yearly quota, there is the six months’ 
training program, which is planned to 
offer the minimum length of full-time 
service. 

Draft age, already high, is to rise as 
the new program gets under way. Aver- 
age age of men being drafted now is 21 
in most States, 22 in many, and 28 in 
five States. In South Dakota, it is 24% 
to 25. 

It is the draftee now in uniform, along 
with those who have been in the service 
since 1951, who finds himself with new 
obligations under the proposed plan. 
The Reserve plan, if adopted by Con- 
gress, means that the draftee who has 
served two years in the Army now is 
obliged to attend weekly or biweekly 
drills and annual summer training camps 
for six years, if he is to collect his highly 
valuable “veterans’ benefits” and avoid 
the stigma of an “other than honorable” 
discharge. 

Volunteers who complete one “hitch” 
in the armed services must also, if the 
plan is approved, serve from two to four 
years in the active Reserve, plus a year 
or two on the inactive list, where they are 
available for call in an all-out emergency. 





Effects of the New Plan: A Check List* 


> IF YOU ARE A VETERAN— 


You must serve in the Reserves for 8 years, minus your length of active 
duty in the armed forces, if you were in uniform during or after 1951. 


You face stiff penalties for failure to serve out your active Reserve ob- 
ligation: demotion, loss of veterans’ benefits, an ‘‘other than honorable” 


You get credit for time since discharge to date, toward your required 
Reserve service, whether or not you have been performing Reserve duties 


Your chances of being called to fight again, in another war, are great- 
ly reduced. If you fought before in combat, you get priority for inactive Re- 


p> IF YOU ARE A STUDENT— 


You can still get deferments for going through college, if your grades 
hold up, thus postponing military service at least until after graduation. 


Or you can avoid the draft completely by taking a 6-month training 
course and participating in the active Reserves for 912 years after that. 


p> IF YOU ARE A RESERVIST— 


You must complete the required Reserve duty, 8 years minus your 
length of active duty. If you are on inactive status now, you may have to re- 


You may qualify, however, for inactive status, if your prior service 
warrants it, for the rest of your 8-year obligation. 
*Assuming approval of the President's plan by Congress 











Status of veterans. Veterans of World 
War II are not involved in the new plan, 
whether or not they served in active Re- 
serve status .fter that war. Veterans of 
the Korean war are involved in some 
cases, not in others. Those with non- 
combat jobs, who were in uniform in 
1951 or since, are likely to find them- 
selves obliged to take on active Reserve 
duties for several years. Combat veterans, 
however, are to have priority for transfer 
to inactive status for the rest of their 
eight-year period. 

As a practical matter, few ex-service- 
men at this time are to be obligated for 
long periods of active Reserve duty. The 
reason is that the time between the in- 
dividual’s discharge from the service and 
approval of the new plan is to be 
credited toward his eight-year military 
obligation, along with the time he spent 
in uniform. The decision has been made 
that this time will count, whether or not 
the former serviceman has been fulfilling 
Reserve duties. 

If the new Pentagon plan is approved 
in essence, however, a basic shift is thus 
indicated in the outlook for both youths 
reaching draft age and those leaving 
active duty in this country’s military 
services. 
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THE WAY IKE RUNS HIS JOB— 


He Sets the Course—Then Staff Takes Over 


A new system for handling 
“the world’s biggest job” is oper- 
ating at the White House. It is 
Ike’s own way. 

Mr. Eisenhower sees it as a 
staff job. His experts—a sort of 
“executive committee’’—do the 
big share of the work. 

The President keeps away from 
details, saves himself for the big 
policy decisions that set the tone 
of his Administration. 


It has taken President Eisenhower 
two years to put into shape a White 
House organization that works to his 
satisfaction. 

Now, looking ahead into his third 
year in office, the President is sure that 
he has his job well in hand. His confi- 
dence rests upon a staff setup that is 
more elaborate, yet more centralized, 
than that of any President of the past. 
He feels that he is ready to take the 
problems as they come. 

What the President has evolved at the 
White House is an organization that is 
designed to take much of the rou- 
tine, day-to-day operation of the 
Government from the shoulders of 
the Chief Executive. 

A top-level staff of some 35 men 
really runs the country from the 
White House. The comparable 
staff of President Truman num- 
bered 22, and not so closely organ- 
ized as that of Mr. Eisenhower. 
President Franklin D. Roosevelt got 
along with nine or 10 key men at 
the top within the White House. 

The decisions. The Eisenhower 
staff is shaped along functional 
lines. It includes experts in many 
areas of thought and action. It is 
designed to relieve the President 
from all except really vital deci- 
sions. And, even in the reaching of 
many of these decisions, the details 
have been so chopped away that 
the President often can make a 
choice between relatively simple 
alternatives that have been put be- 
fore him in brief and pointed form. 

Except for periods of impending 
crisis, or matters of extreme ur- 
gency, the staff system es now op- 
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erating permits Mr. Eisenhower to spend 
a fairly large part of his time away from 
his desk. It gives him a chance to take 
rather frequent vacations and get out of 
doors for golf when the weather is mild 
enough. It permits the President to re- 
lax at night, to take less work home 
with him, and to avoid the pressures 
that wear down so many men. 

President Eisenhower all along has 
liked the staff system of the Army. He 
has been familiar with that system 
throughout his working life. And this is 
the kind of system he has tried to 
adapt to fit the functions of the White 
House. He gets more information from 
oral briefings than he does from reading 
reports. He delegates authority to aides 
whom he holds responsible for carrying 
out plans. And he backs up the men on 
his staff when they make decisions. 

The men who are handling specific 
jobs for the President and the organiza- 
tion he has created in the White House 
are shown on pages 32 and 33. 

While the President is making the pub- 
lic appearances that fall to the lot cf a 
Chief Executive, these men are doing 
the routine work of the White House. 
Mr. Eisenhower talks daily with his staff 
members, holds regular meetings of his 
Cabinet and National Security Council. 
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—United Press 


AT THE WHITE HOUSE 
... less strain on the President 


This gives him the information on which 
to act when it becomes necessary to 
make top-level decisions. 

The chief of staff. The working head 
of the White House staff is Sherman 
Adams, a man frugal of his words, once 
Governor of New Hampshire. He was a 
pioneer in the fight that brought Mr. 
Eisenhower into the Presidency. When 
over-all policies are being made, Mr. 
Adams may be in and out of the Presi- 
dent’s office as many as a dozen times a 
day. Many call Mr. Adams the most in- 
fluential spokesman for the “liberal” fac- 
tion of the Republican Party, although 
he does much more speaking in private 
than in public. 

On at least five days of each work 
week, a staff meeting is held that brings 
together virtually all the members of 
the White House team. Usually, this 
meeting is presided over by Mr. Adams, 
although James C. Hagerty, the Press 
Secretary, may take the chair on Wednes- 
days—the presidential press-conference 
day—to elicit from members of the staff 
answers to questions he expects news- 
men to ask the President in their weekly 
meeting with him. 

At these meetings, there is a general 
discussion of impending problems. Re- 
ports are made of the work that is being 
done. Expert minds are brought to 
bear upon the jobs in hand. Now 
and then, the President stops by to 
listen to the discussion and, per- 
haps, to ask a few questions of his 
own. The men on his staff say he is 
quick to point out any weak posi- 
tion. More often, Mr. Eisenhower 
lets his staff work its own way 
through the daily routine, and he 
deals with the problems only as they 
arrive at his desk after being sifted 
through the minds of his staff. 

These morning conferences have 
grown out of the custom that 
Franklin D. Roosevelt developed. 
A few of his key aides would gath- 
er in his bedroom while Mr. Roose- 
velt was having breakfast and 
finishing his chore of reading the 
newspapers. In the Administration 
of Harry S. Truman, this custom 


turned into a_ staff conference, 
which Mr. Truman attended in 
person. 


More key men. By this time, the 
White House staff, like the prob- 
lems of the Executive Office, has 
grown to the point at which there 
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SPECIAL CONSULTANTS 


Lewis L. Strauss - Afomic Energy 


Philip Young 


Clarence Francis - iid ae Disp 


osal ; ‘i . 
Foreign Trade ee ois P RESIDE 


Clarence B. Randall 


Civil Service 





THE . 





Kevin McCann ~- Speeches and Reports 
Joseph M. Dodge - Foreign Aid 
Nelson A. Rockefeller - Psychological Warfare 


APPOINTMENTS 


Thomas E. Stephens 


Murray Snyder 
Robert Montgomery 


(television consultant) 
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is scarcely seating room for the men who 
crowd into the morning confe:ciices. The 
number of White House employes rapidly 
is outgrowing the space available to ac- 
commodaute them. 

Actually there are not quite as many 
Executive Office employes now, at all 
levels, as there were in the last months 
of the Truman Administration. The fig- 
ures show 1,243 at present, compared 
with 1,282 for Mr. Truman. But most of 
the workers are housed in the old State 
Department building, adjacent to the 
White House on Pennsylvania Avenue. 
Most of the clerical work is done there. 
It is the expansion in the number of staff 
men who are doing functional jobs for 
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PRESS 


James C. Hagerty 


Gerald D. Morgan 
Homer H. Gruenther 


CABINET SECRETARIAT 


Maxwell M. Rabb 
Bradley Patterson 


the President that is causing the present 
congestion. 

Space in the White House is at a 
premium. Desks are crowded into pas- 
sageways. Three or four persons share 
small rooms that once were thought in- 
adequate for one person. Personnel is 
moved from room to room to get the 
most use from the space. Only top offi- 
cials have private offices. The executive 
office building, once suggested by Mr. 
Truman, could be put to good use now 
if it were in existence. 

What is happening is this: Mr. Eisen- 
hower is creating a staff that can handle 
the backbreaking chores of the Presi- 
dency. He is divesting himself of all 


Maj. Gen. Wilton B. Persons 
Deputy Assistant to the President 


1. Jack Martin 
Earle D. Chesney 


Sherman Adams 


CONGRESSIONAL LIAISON 





The Assistant 
to Mr. Adams 


Charles F. Willis, Jr. 














kinds of tedious jobs that once caused 
the office to be thought of as one that 
would trim years off the lives of men 
who held it. 

President Roosevelt tried to master 
every problem himself and keep his 
hand always at the controls. President 
Truman struggled hard to keep himself 
abreast of the current of events that 
swept through and over the White 
House. President Eisenhower has a staff 
of experts, ready to tackle any new 
problem that arises above the surface. 

Escape from details. This leaves the 
President free from onerous details. It 
gives him the time to talk with congres- 
sional leaders and plan for the future. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
Bureau of the Budget - Roland R. Hughes 





Robert S. Kieve 
William Ewald 


ie ce 


DEPARTMENTAL LIAISON AN) SPEECHES 


Bryce N. Harlow 





en ane Council of Economic Advisers - Arthur F. Burns 
Central Intelligence Agency - 
Operations Co-ordinating Board - Herbert Hoover, Jr. 
Office of Defense Mobilization - Arthur S. Flemming 


Allen W. Dulles 


National Security Council - Robert Cutler, also 
member of the White House Office as special 


assistant to the President. 


Charles F. Masterson 


James M. Lambie, Jr. 


COUNSEL 


Bernard M. Shanley 
J. William Barba 


ECONOMICS 


Gabriel Hauge 


Roemer McPhee 
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When there are policies to be fixed, all 
of the details are cleared away and he 
can, with a simple “Yes” or “No,” set 
the course of the Government in a new 
direction, or decline to do so. At a word 
from him, the staff can start the wheels 
turning. 

If Mr. Eisenhower needs to know the 
latest development in atomic energy, he 
has an expert at call. If he wants to 
know about jobs, or the farm surplus, or 
foreign trade or any phase of the na- 
tional defense, his men can give him a 
quick answer. Moreover, in their daily 
discussions, they are rubbing ideas 
against each other, grooving them into 
new plans for the future. 
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For the first time in history, the White 
House is becoming a self-operating in- 
stitution—more of an institution than a 
man. Departmental matters are being 
dealt with by Cabinet officers at the de- 
partmental level. Where there is an over- 
lapping of jurisdiction, the co-operative 
approach is used. And the problems that 
rise above the departmental level are 
ground down to size by Mr. Eisenhow- 
er’s staff. 

At the policy-making level, the Presi- 
dent has installed a group of experts in 
whom he has confidence. And on the op- 
erating level he has a score of staff men. 
These handle press relations, give legal 
advice, work up economic and speech 
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material, draft legislation, handle all 
kinds of technical problems. From the 
shaping of a policy down to the last 
detail of putting it into operation, the 
President has a man who not only can 
do each job but also give it expert 
treatment. 

Chance to relax. In the final analysis, 
this means that Mr. Eisenhower can 
take things easier in office than any 
President in recent times. The wearing 
and time-consuming tasks of the office 
have been turned over to his staff. The 
job no longer is one that kills. Such a 
possibility need not be a major factor 
in his decision whether to run again 


in 1956. 
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with THE GERMAN CHANCELLOR==—= 


ADENAUER LOOKS AHEAD 





EDITOR'S NOTE: From one of the outstanding 
statesmen to arise in postwar Europe comes this 
candid look into the years just ahead. 

West Ge-many’s Chancellor Konrad Adenauer 
rules a nation at the center of the “cold war.” Does 
he think the Soviet Union can be stopped short of 
atomic war? Is there chance of a Communist col- 
lapse in East Europe? What is the role of twice- 
defeated Germany as it regains power? 

Dr. Adenauer answers these and other questions 
in this interview in Bonn with Kurt Lachmann, Re- 
gional Editor for “U.S. News & World Report.” 








_ elected to head the new German Republic. 


Dr. KONRAD ADENAUER, son of a middle-class civil 
servant, survived the Hitler years in obscurity to be- 
come, at war’s end, the first Chancellor of the Fed- 
eral Republic of Germany. 

Dr. Adenauer, former mayor of the industrial city 
of Cologne, was branded “politically unreliable” 
when the Nazis came to power, and forced out of 
public life. After the German surrender, Allied au- 
thorities sought him out to help restore order in 
bomb-wrecked Cologne. 

The Chancellor was 73 when, in 1949, he was 








At BONN, Germany 

Q Mr. Chancellor, as you look ahead to a period of 
five to 10 years from now, do you see a chance of a truly 
peaceful coexistence with the Soviet world? 

A Well, to my opinion, the decisive question is whether 
it will be possible to reach an agreement in the matter 
of atomic weapons. If that were achieved, I trust the de- 
cisive step will have been taken, and I have the hope, 
just because of the dreadfulness of those weapons, that 
it will succeed. I am welcoming it very much that, par- 
ticularly in that matter, the Administration of the U.S. 
does not yield. 

Q Would that, in your opinion, include the possibility 
of the liberation of the Soviet zone and the satellite coun- 
tries, be it by their own action or by a Soviet retreat? 

A I want to express myself very carefully: I hold that 
thereby a general relaxation of tension would be brought 
about and that in such an atmosphere a good many ques- 
tions can be solved that now look unsolvable. 

To explain my opinion, may I return once more to the 
atomic weapons. Once countries and governments be- 
come ready, under the impression of the dreadfulness of 
that weapon, to renounce it in earnest, to renounce it 
under control, then, I think, that will cause such a libera- 
tion of thinking and such a liberation from human fears 
that everything, so to speak, will go ahead successfully. 
However, as long as that question is not solved, I don’t 
think that an easing of tension will occur, and then all 
the special problems will remain unsolved. 

You can look at it also backwards. I have viewed it 
forward. I believe a solution of that question is going to 
solve the others, too. However, if you assume that ques- 
tion will not be solved, then the armament race will pro- 
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ceed at a terrific rate. Then the armament race will ever 
increase the tension. 

Q Do you think, Mr. Chancellor, an agreement on 
atomic weapons would bring to a halt also the expan- 
sionism of the Soviet Union? 

A Yes. That expansionism of Soviet Russia partly is 
caused by fear or, let us say, by concern; partly it is 
based on Communism. However, the limitless raging of 
that expansionist urge is being countered and checked by 
the domestic strength of the Soviet Union, which is not 
so great. 

Q Do you mean they could not afford in the long 
run— 

A They could not carry that load constantly; of that 
I am firmly convinced. 

Q Is that to say: simultaneously with a rising stand- 
ard of living? 

A Yes. 

Q Some thoughtful men in the U.S. have expressed 
an opinion that, the way things are going, the U. S. in five 
to 10 years will be an isolated nation in a world dom- 
inated by the Soviets. Do you think that is likely? 

A That looks to me to be very pessimistic. All Com- 
munist governments, I am convinced, have only a limited 
life span, since it is against human nature and they can 
maintain such a Communist system only by force as long 
as the majority of the ruled people lack a high standard 
of living. In my opinion, they cannot carry on indefi- 
nitely a Communist system among a people of a high 
living standard, which also presumes a better education 
and the desire for individual activity. 

Q How do you evaluate, Mr. Chancellor, the outlook 
of Communism in Western Europe? 
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Pact on Atomic Weapons Called Key to World Peace 


- » - Communist Regimes “Have a Limited Life Span” 


A In the long run, I consider the whole Communist 
regime as not viable. 

Q How do you see the role of Germany for the next 
five to 10 years? Is Germany going to stay with the West? 

A Certainly. You have seen it now at the Berlin elec- 
tions. SED a complete flop. [SED is the Soviet zone’s 
Communist Party, which took part in the elections in 
West Berlin.] And they have used an enormous amount 
of money. They had been allowed to campaign in abso- 
lute freedom. 

Q How do you assess the strength of those in Western 
Germany who plead for a German position midway be- 
tween East and West? 

A That’s impossible. Wouldn’t you say so, too? How 
could this relatively small Germany occupy a midway 
position? That’s simply impossible. 

Q You do not think that orientation could become 
stronger in the long run? 

A No, no. 

Q Mr. Chancellor, what sort of political world will 
we be living in, in five to 10 years? 

A I have said so before and nothing that’s happened 
has shaken my opinion: The dreadfulness of the atomic 
weapons— 

Q Do you believe in peace with security without 
atomic weapons? 

A Yes, that will ease the tension. I am not utopian 
enough to imagine that we are to approach an era of 
absolute peacefulness, not at all. But, once the terror of 
the atomic weapons has been banished, then such a 
change of the mental atmosphere among nations will, 
I think, occur that one can arrive at reasonable arrange- 
ments. 

Q Do you believe that can be done before or after the 
Soviet Union has achieved parity in atomic production? 

A That I cannot say. I do not know. Naturally, there 
is a better chance to arrive at an agreement if the U. S.., 
which belongs to the peace-loving nations, is stronger. 

Q Is the fear of aGerman Army to revive among your 
neighbors in Europe? 

A I do not believe so, for that Army will be equipped 
with American arms. We do not have an armament pro- 
duction of our own. It will be incorporated, like the 
other armies, into NATO [North Atlantic Treaty Organ- 
ization] and into the structure of the West European 
Union. That’s entirely different from what it had been 
before 1939 and 1914. Before 1914, the individual Euro- 
pean countries were without mutual ties; each army was 
on its own. In 1939, Hitler had created an outright army 
of aggression. Now, however, all that is completely done 
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away with. One simply cannot compare the German 
forces of 1956 with the German Wehrmacht of 1939 or of 
1914, since all relations have changed completely. 

Q Does that imply you do not count on the production 
of heavy weapons in Germany in the long run? 

A No. Look at the atomic weapons. They are the dom- 
inating weapons as long as they are not ruled out 
effectively. It is utterly impossible that we could produce 
them. We cannot produce the heavy weapons. We do not 
want to produce long-range bombers. Those are the 
basic elements of aggressive warfare. That is a complete 
change from former days. 

Q Do you believe a revival of the old militaristic and 
nationalistic spirit that you had feared from a national 
army can be prevented? 

A That I have feared? I have said and I stick to it: I 
prefer a German share in a European Army to a German 
national Army, not because that German national Army 
would be a threat to the others but because the others 
would consider it as a threat. Whatever may happen in 
Germany, whether it rains or shines, they are saying: 
What are they up to again? If the German troops 
were to be in a European Army, all that would disappear 


(Continued on next page) 
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much faster than now when they are not to be in a Euro- 
pean Army. However, I think, in the West European 
Union the individual forces will be integrated so fast that 
it will disappear also. With the other system, it would 
have gone faster. 

Q Don’t you see a danger in a militaristically minded 
officer corps getting hold of the Army? 

A That would have been avoided more easily if we 
had gotten a European Army, but, after all, the French 
did not want that. Therefore, we have to look to it that 
we will avoid it equally in a German Army. 

Q Do you expect European general-staff schools as 
planned for EDC [European Defense Community] to 
come about within NATO? 

A Surely. They are already in existence. The NATO 
has one in which Germany’s young officers are to partici- 
pate. 

Q The Society for Christian- Jewish Co-operation has 
noted indications of a reviving nationalism and anti- 
Semitism in Germany— 

A The Jewish question does not play any role in 
Germany. When some ruffian says something some- 
where, well, nobody can safeguard against that, but a 
Jewish question does not exist. 

Q Does not a statement made by Federal Minister Dr. 
Theodor Oberlander indicate a revival of that kind of 
spirit? He said: ““The expulsion from the Eastern terri- 
tories cancels out all German war crimes. Morally, we 
are absolutely even.” 

A I would not have said that. Let us find out whether 
he has said it. To be sure, however, one atrocity does 
not cancel out another. That kind of accounting may not 
be used. But if he had said the atrocities we have commit- 
ted to the Jews have been very, very evil; however, the 
atrocities the Russians have committed to the Germans 
also are very bad, then it would be right. But it is not 
right to say we are even. One cannot square one in- 
justice against another. 


TIMING OF PARIS PACTS— 


Q When do you figure will the Paris treaties become 
effective? Some think that after ratification some nation 
may find ways to prevent German rearmament— 

A That cannot be. They are ratified, once the docu- 
ments have been deposited. Then every one of the part- 
ners has the right and duty to go ahead, but not before. 
I consider that impossible. I think Italy will be the last 
one on account of her legislative machinery. The Italian 
Foreign Minister has said so right from the beginning. 
Well, I figure that during March or the beginning of 
April, at the latest, all documents will have been de- 
posited. 

Q By signatory powers as well as NATO members? 

A By all. I am not quite sure about NATO. There it is 
a matter of 14 countries. One cannot predict how long 
it will take there. 


Q Would you think at the beginning of summer? 

A One has to distinguish between the West European 
Union and NATO, Germany and NATO. We can begin 
with our work as soon as the West European Union trea- 
ties have been.deposited, even if we are not yet in NATO. 

Q Are there potentialities of European integration in 
the Western European Union? 

A There are a number of potentialities. It has been 
said expressly that military things are not to be the sole 
aim, but also economic, cultural and political things, and 
there lie starting points. The Council of Ministers is to 
decide on a majority basis. That is a big difference from 
an alliance, where unanimity is required. That in itself 
already is something supranational. And, furthermore, a 
parliament is to assume control functions. That, too, is 
something supranational. 

Q Is there a similar possibility in the armament pool? 

A That is something that might develop. It has not yet 
been discussed. There has not been the time for it up till 
now. Also, it is an economic matter, where one will have 
to ask the advice of the businessmen of the various coun- 
tries. But it is not only a matter of business but also of 
currencies because of the transfer question. 


NEED FOR DIPLOMATS— 


Q_ Do you intend to establish diplomatic relations with 
the Soviet Union and the satellite countries after ratifi- 
cation of the Paris treaties? 

A That, certainly, will happen soon, if the chance 
offers itself. It also depends on the will of the others. 
We will have to see how long it will take with the satel- 
lites. Also, one has to have the right people for the jobs 
on the German side. Good diplomats are rare. We are 
about out of them. We should not forget that National 
Socialism has torn a deep gap. Some of the men we 
cannot send abroad. And there have been no new crops 
of foreign-service men. Indeed, we will have to build that 
up again. That’s not so easy. 

Q How about businessmen? 

A They won’t do it. Should they, as diplomats, let 
themselves be abused at home while they are earning 
less, when they can earn money at home without being 
abused? In addition, despite a certain stabilization, 
they still have the feeling they should not leave their 
plants alone. 

Q Mr. Chancellor, some people in the States are 
wondering what will happen to Germany once you are 
no longer running the Government. Would you care to 
say something to that? : 

A Yes, these are thoughts which are occupying me, 
too. In the next years, I hope, we will have left the worst 
behind us, and then we will have a solid basis for our 
whole policy, a definite line. Naturally, it was the most 
difficult at the beginning. It would not be too immodest 
to say it will be easier to carry on the given line than to 


’ make the beginning. 
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INCIDENT THAT SHOOK A CITY 


A Full Report on the Louisville Bombing 


Race prejudice or a Communist plot—which 
triggered the bomb that blasted a Negro’s 
home in a white neighborhood of Louisville? 

A newspaperman has been convicted of ad- 
vocating sedition. But many questions remain. 

Why did a white man buy a house for a 
Negro in an all-white community? Who fired 


LOUISVILLE, Ky. 


A bomb blew up a Louisville Negro’s 
home in a white neighborhood—and now 
the nation is learning how Communists 
can stir up racial trouble to aid their 
cause. 

Kentucky authorities charge that the 
bombing was part of a Communist plot 
to set white against black in the United 
States, a tactic in the Red strategy of 
“divide and conquer.” 

This charge is yet to be proved in 
court. But one man involved in the affair 
has been named in court as a Commu- 
nist and convicted of advocating sedition. 
In his trial, the prosecution brought out 
evidence that fomenting trouble between 
races in America is a Communist pattern. 
Witnesses told. how Communists are 
taught to provoke racial conflict. 

Whether or not Louisville’s bombing 
turns out to be the actual handiwork of 
Communists, its effect is viewed here as 
demonstrating the danger of the general 
Communist strategy. The result, even if 
not planned by Communists, is described 
by Louisville officials and civic leaders 
as one that Communists would ardently 
desire. 

In Louisville, and through most of 
this Southern State, racial tension has 
been increased. White bitterness is 
mounting against Negroes’ attempts to 
obtain racial equality. Negro resentment 
against white opposition to their de- 
mands is growing. 

The cause of racial integration, re- 
sponsible people in Louisville agree, has 
been set back by many years. 

The house transfer. The man who 
started it all is Carl Braden, a white 
newspaperman employed as.a copyreader 
by the Louisville Courier-Journal and 
now dismissed. For years he had ap- 
peared to be a friend of the Negroes. 
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Last May Mr. Braden bought a house in 
a Louisville suburb where all the resi- 
dents were white. He did not buy the 
house for himself, it developed. He trans- 
ferred it immediately to a Negro, An- 
drew Wade IV, who had been trying for 
months to buy a house outside Louis- 
ville’s congested Negro district. On May 
16 Mr. Wade moved into the house with 
his Negro wife and their smal] daughter. 

Trouble began at once. Neighbors 
protested, began muttering their resent- 
ment. That night a fiery cross—the sym- 
bol of the Ku Klux Klan—was burned in 
a vacant lot beside the Wade house. A 
few hours later, shots were fired into the 
house. 

A “Wade Defense Committee” was 
formed. Both Negroes and whites joined. 
Meetings were held and resolutions were 
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CARL BRADEN 
... convicted of advocating sedition 


shots at the Negro’s home? Who burned the 
fiery cross next door? Did white Communists 
volunteer to ‘‘guard’’ the property—then blow 
it up in a scheme to incite race against race, 
stir up old hatreds that were dying out? 
Here, from the scene, is the story behind 
a sedition trial that may be only a beginning. 


adopted condemning white resistance to 
the Wades’ move. Not content with the 
police guard posted over the Wade 
house, several people brought guns into 
the house, prepared to defend it with 
arms against any new attacks. 

Feeling in the entire Louisville area 
was running high. White folks drove 
slowly past the Wade home, glaring at 
its occupants, shouting “Nigger, get out.” 
Negroes began glaring back at white 
folks. This went on for weeks, the ten- 
sion growing. 

Then, en June 27, came the bombing. 
It was about 12:30 that Sunday morning 
when the bomb exploded. It ripped a big 
hole in the floor of the one-story house, 
knocked out part of the outside wall, 
wreaked damage that ran into thousands 
of dollars. 

No one was injured. Mr. and Mrs. 
Wade and a visitor were standing out- 
side on a porch on the opposite side 
of the house from the explosion. An- 
other person, inside, also was out of the 
blast’s range. 

The public, of course, assumed that 
the bombing was done by white folks 
trying to frighten the Negroes out of 
moving into white neighborhoods. Louis- 
ville, where racial relations had been 
improving for years, was thrown into a 
turmoil of bitter dispute. Color lines 
tightened. 

As weeks went by without arrests, 
complaints were heard that police and 
prosecuting agencies werc not trying to 
find the culprits. There was a rumor that 
a Wade neighbor had confessed the 
bombing. 

A surprise indictment. Suddenly, 
events took an unexpected turn. A Jeffer- 
son County grand jury, called last Sep- 
tember to investigate the case, did not 
indict any known racial bigots, nor any 
white neighbors anxious to drive the 
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Wades out of their neighborhood. In- 
stead, the grand jury indicted Vernon 
W. Bown, accused him of setting off the 
bomb. 

Mr. Bown, a white man, had moved 
into the Wade home shortly after it was 
fired upon in May. He brought in a gun 
and set himself up as a constant guard 
over Mrs. Wade, the Wade child, and 
their home. He had been active in the 
“Wade Defense Committee.” 

The same grand jury also indicted Carl 
Braden, the newspaperman who had 
bought the house for Mr. Wade. In- 
dicted along with Mr. Braden—but still 
to be tried—were his wife, Anne; Mr. 
Bown, I.O. Ford, Miss LaRue Spiker 
and Miss Louise Gilbert. All had been 
members of the “Wade Defense Cofn- 
mittee” and loud in condemning the 
bombing. The charge against them: ad- 
vocating sedition. 

Under Kentucky law, “Any person who 
advocates or suggests by word, act or 
writing any public disorder or resistance 
to, or the change or modification of the 
Government, Constitution or laws of the 
United States or of this State by force 
or violence or by any unlawful means” 
is guilty of advocating sedition. 

Police raided the Braden and Ford 
homes, came back with boxes filled with 
Communist literature. Some of the liter- 
ature was found to contain references 
to racial issues. Attached to one letter, 
which officials believe to have been writ- 
ten by a Communist organizer, was a 
newspaper clipping about the bombing 
of a Negro’s store in Manchester, Ky. 

“It is very significant to this grand 
jury,” said the grand jury’s report, “that 
this Case seems to follow the pattern used 





by the Communist Party in this coun- 
try to create trouble between the re- 
spective races in this country, and that 
one of the specific methods of doing this 
is by the purchase of property for Ne- 
groes in areas which normally are oc- 
cupied by white persons, and then caus- 
ing incidents such as this.” 

Finally, in November, emerged an- 
other grand jury indictment that wrapped 
up the prosecution’s entire theory about 
the case. Vernon Bown, I. O. Ford, 
Carl Braden, Anne Braden and Lewis 
Lubka were indicted on charges of 
banding together to “commit, aid or 
counsel” the bombing. 

“Part of the pattern.” The alleged 
purpose: “To accomplish a political end, 
or to bring about political revolution, 
to wit, to incite racial disturbances and 
hatred between the Negro and white 
races . . . in and part of the pattern to 
promote and advance the cause of Com- 
munism . . . all with the ultimate aim 
and purpose of overthrowing the govern- 
ments of the Commonwealth of Kentucky 
and the United States of America by 
force and violence.” 

So far, of all the seven persons in- 
dicted, only one has been tried—Carl 
Braden. And he was tried only on the 
charge of advocating sedition, not on 
the charge of participation in the bomb 
plot. 

What that trial revealed, however, has 
amazed Louisville. Communism, in this 
old city of the Kentucky Derby and the 
mint julep, had never been taken very 
seriously as a local issue. Many people 
here were skeptical of the theory that 
Communism lay behind the Wade bomb- 
ing. Close acquaintances refused to be- 


lieve that Carl Braden, who had worked 
on the Louisville Courier-Journal for 
years, was a Communist. 

“I got a lot of abuse,” says A. Scott 
Hamilton, the Commonwealth’s attorney 
who directed the prosecution. But he 
plodded ahead with his theory. Mr. 
Braden’s trial began on November 29, 

As a foundation for its case, the prose- 
cution first set out to show how Commu- 
nism uses racial prejudice. It drew the 
evidence from the mouths of former 
Communisi : 

Mrs. Martha Edmiston, a Federal Bu- 
reau of Investigation “plant” in the Com- 
munist Party in 1940-41, testified that 
party members were taught to incite 
racial trouble wherever possible. Exam- 
ple: When two Negro women accom- 
panied a group of Communists to Chi- 
cago, “we would push the colored girls 
[into white restaurants] ahead of us to 
cause a scene.” 

Manning Johnson, a Negro who said 
he was a Communist from 1930 to 1940, 
said: “We were told to utilize any griev- 
ance that the Negro has in the South to 
stir up situations that provoke acts of 
violence.” He testified that the Commu- 
nists once talked of establishing a “Negro 
State” in the South. 

Matt Cvetic, a former FBI “plant” in 
the Communist Party, said that Com- 
munism’s “basic policy is to divide and 
conquer, to turn race against race, creed 
against creed.” 

Too much literature? From the same 
witnesses, Commonwealth’s Attorney 


Hamilton sought to show that the litera- 
ture found in Mr. Braden’s home was of 
the type and quantity that only a Com- 
munist would possess. 


Photo by: Louisville Courier-Journal 


IN THE COURTROOM: (Left to right, foreground) Carl Braden, convicted of advocating sedition; his wife Anne 
Braden, Vernon W. Bown, |. O. Ford and LaRue Spiker, all indicted on the same charge; defense attorney 
George Ambro; Louise Gilbert, also indicted, and defense attorneys Robert Zollinger and C. Ewbank Tucker 
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THE WADE FAMILY AFTER THE SHOOTING . . 
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. THE WADE HOUSE AFTER THE BOMBING 


Violence in Louisville threatened to set back race relationships for many years 


The literature, according to prosecu- 
tion witnesses, included: 

“Theory and Practice of the Commu- 
nist Party,” “Constitution of the Soviet 
Union,” “History of the Communist 
Party,” “Foundations of Leninism,” “Twi- 
light of Capitalism,” “Secret of Soviet 
Strength,” “Tasks of the Proletariat,” 
“What it Means to be a Communist,” the 
“Communist Manifesto,” “Strategy and 
Tactics” of Communism, the constitution 
of the Communist Party in the U.S., 
“The Little Lenin Library,” “Exhibit of 
Bacteriological War Crimes Committed 
by the United States,” and 30 copies of 
a magazine, Political Affairs, which calls 
itself “a magazine devoted to the theory 
and practice of Marxism-Leninism.” 

Arthur Paul Strunk, another former 
FBI “plant” in the Communist Party, 
testified: “They are the same books and 
literature and pamphlets we used in 
secret Communist Party meetings. We 
set around a table and took Political Af- 
fairs and read a chapter, each one, and 
then the chapter was discussed.” 

Mr. Strunk also said of the Soviet 
constitution found in the Braden home: 
“Nobody would be able to get a book like 
that except he were a trusted member of 
the Communist Party.” 

Later, the defense produced three wit- 
nesses who testified that they had bought 
the same book in open book stores. 

Some organizations to which Mr. 
Braden belonged also were cited by 
the prosecution as “Communist front” 
groups and evidence of his Communistic 
leanings. 

Defendant's testimony. Carl Braden, 
taking the witness stand in his own de- 
fense, denied that he was or ever had 

n a member of the Communist Party. 
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Explaining his library, Mr. Braden 
said: 

“All of the material that I had in my 
private office was for the purpose of re- 
ference, research and study, as a man 
engaged in writing and studying in the 
labor movement.” 

Asked why he had several copies of 
some publications, Mr. Braden said he 
wanted extra copies to lend to persons 
interested in studying “the problem of 
Communism.” 

“If I knew someone wanted to use it for 
propaganda purposes, I didn’t loan it to 
them,” he claimed. “I always admon- 
ished them that it was propaganda. . . 
It was for purposes of study and their 
own information that I loaned the books 
to people.” 

Mr. Braden described himself as a 
former labor reporter who had always 
been interested in labor, political science 
and mass movements. 

“I am not only interested in thé Com- 
munist movement,” he said. “. . . I am in- 
terested primarily in socialism . . . Social- 
ism isn’t necessarily anti-Communist, but 
it is non-Communist.” 

Mr. Braden denied belonging to any 
subversive organizations. He denied ad- 
vocating sedition or seeking the over- 
throw of the U.S. Government. 

Then, just as the trial appeared to be 
winding up, the prosecution produced a 
surprise rebuttal witness. Mrs. Alberta 
Ahearn took the stand and testified that 
she had‘been a member of Communist 
Party cells in Louisville since January, 
1951, as a plant for the FBI. 

This was her testimony: 

Q I will ask you if you know of your 
own knowledge whether Mr. Braden is a 
member of the Communist Party? 


A Mr. Braden is a member of the 
Communist Party. 

Q I will ask you whether or not you 
were connected with a group or some 
cell of the Communist Party here in 
Louisville with Carl Braden? 

A I was. 

Q I will ask you the place and wheth- 
er or not on July 9 of this year, 1954, 
you attended a meeting in Louisville 
and if you did, where it was held? 

A I attended a Communist Party 
meeting at the home of Mr. and Mrs. 
Carl Braden... 

Q Will you tell the court and jury 
who was present at that meeting? 

A Mr. I. O. Ford, Mr. Carl Braden, 
and myself. 


Mrs. Ahearn also testified that she 
had joined the party in a meeting at the 
Braden home in 1951, that she had paid 
party dues to Mr. Braden, and that Mrs. 
Braden also was a member of her party 
cell, 

Mr. Braden categorically denied Mrs. 
Ahearn’s testimony. 

Summing up, the prosecution said: 

“It has been demonstrated . . . that 
Carl Braden is a Communist. . . . The 
definition of sedition . . . is absolutely 
synonymous with the purpose of Com- 
munism.” 

“A right to be different.’ Defense 
Counsel Robert Zollinger, in his summa- 
tion, said: 

“. .. The verdict which you reach in 
this case is going to have an effect not 
only on this community; it is going to 
have. an effect on the entire United 
States. This isn’t the trial of Carl Braden 
that we have here today. This is the 
trial of whether or not a man has a 
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right to be different in his opinions 
from the rest of the community.” 

Three hours later the jury came in 
with its verdict: “Guilty.” The sentence: 
15 years in prison and a fine of $5,000. 

Still to be decided in court is the 
question of who bombed the Wade 
house—and why. The trials on these 
issues are scheduled to begin next Feb- 
ruary. 

The prosecution’s theory, however, 
has heen revealed by the grand jury’s 
report, its indictments, a public statement 
by Commonwealth’s Attorney Hamilton, 
and by a few questions touching on 
the bombing which were asked in the 
Braden trial. 

What the prosecution contends is this: 
That Mr. Bown planted the explosive in 
the Wade home while living there as a 
“guard” against attacks by white people. 
That he used his battery-powered porta- 
ble radio to trigger the explosion. And 
that Mr. Braden, Mrs. Braden, I. O. Ford 
and Lewis Lubka “aided or counseled” 
in the bombing. 

“It is the opinion of this grand jury,” 
the grand jury’s report said, “that it 
would have been impossible for the 
explosive to have been placed under 
the house as it was by anyone irom the 
outside. It should be observed that 
there was no evidence of an outside 
fuse having been used to detonate the 
explosion beneath the house, and there 
was no evidence of any wire having been 
run from the explosive outside the 
house. In other words, it is our opinion 
that the charge was placed and was dis- 
charged Wy someone having ready access 
to the Wade home. 

“It is significant to this grand jury that 
a portable, battery-type radio, identified 
as having belonged to a white man who 
took up actual full-time residence at the 
Wade home shortly before the explosion, 
was found undermeath the house in 
damaged condition . . . This person re- 
fuses to state, on the grounds that it 
would incriminate him, whether or not 
he was the owner of the radio involved, 
and whether or not he ever had been 
under the Wade house. He thereafter 

. refused to state whether or not he 
is a member of the Communist Party 
for the reason that the answer to that 
question would incriminate him.” 

In questioning Mr. Wade in Mr. 
Braden’s trial, Mr. Hamilton stressed the 
fact that the Wades’ daughter had been 
taken to her grandmother's home to 
spend the night of the bombing, and 
that all persons at the Wade home were 
either outside or at the far end of the 
house at the time of the blast. 

Mr. Wade explained it was a “habit” 
for his daughter to spend Saturday night 
with her grandmother in order to attend 
Sunday School the next morning. 
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Mr. Wade, who has not been indicted, 
denied any knowledge of a plot to bomb 
his house. He denied, in answer to ques- 
tions, that he was or ever had been a 
Communist, and said that he had in- 
itiated his purchase of a house in a white 
neighborhood by approaching Mr. Bra- 
den to buy it for him. He testified that 
Mr. Bown had left his home on the Fri- 
day evening before the explosion to go 
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CARL BRADEN examines literature 
that was seized in his home and pro- 
duced in court by the prosecution 





to Wisconsin and that he did not see 
Mr. Bown again until “two or three days 
after the explosion.” 

An unfinished story? Mr. Wade 
indicated his suspicions in court—and 
expresses these suspicions freely outside 
of court—that the prosecution’s theory 
does not explain all the circumstances 
surrounding the bombing. 

He told the Braden jury that he saw 
a series of “lights” flashing in the neigh- 
borhood shortly before the bomb went 
off. He expresses the private suspicion 


that these were signals to the bomb’s 
planter that the “coast was clear” on 
the back side of the house. He also ex- 
presses wonder at why all the white 
folks in the neighborhood had all their 
lights turned off before midnight that 
Saturday night, when their lights usually 
burned into Sunday morning. 

Questioning of Mr. Wade by the Com- 
monwealth’s Attorney produced this tes- 
timony: 


Q In view of your background, how 
propaganda is used, how do you feel 
about some of this material in which you 
have become involved, or some of these 
incidents, especially in the light of the 
stories which have been written by Carl 
Braden? Do you personally feel that 
you have been used by this group? 

A I feel I have been used by both 
groups. 

Q What other group were you speak- 
ing of? 

A The people that originally started 
the trouble out there made an open door 
to these people that came in. I believe 
if we American people wouldn’t create 
friction among ourselves, we wouldn't 
welcome them so easily . . . I think their 
attitude in the beginni- z made it an open 
way for the Communists to move in. 


Regardless of who did the bombing, 
most Louisville leaders agree that it was 
a blow to friendly relations between the 
races in this city. In Louisville there are 
342,000 white and almost 62,000 Negro 
residents. Nearly all the Negroes live in 
a congested, industrialized area, many 
in homes that were severely damaged 
by the disastrous 1937 flood. It is freely 
admitted that it is difficult for a Negro 
to get out of this area, that homes in 
predominantly white neighborhoods will 
not be sold to Negroes. 

Louisville’s Negro newspaper, the 
Louisville Defender, has printed charges 
that there is a conspiracy among real 
estate owners and dealers to force Ne- 
groes to pay high prices for old houses 
and to keep them out of better areas 
where white people live. 

“However, Louisville in the past has 
been one of the best Southern communi- 
ties in regard to race relationships,” said 
one white man who has studied the 
Negro situation here for years. “We were 
making good progress toward racial in- 
tegration. Then this incident came up, 
and all the latent prejudices were stimu- 
lated. Nothing has done more to retard 
social advancement. It has set back the 
cause of racial integration by many 
years.” 

Said a Negro newspaperman: “If the 
Communists really intended to agitate 
trouble, they accomplished their pur- 
pose.” 
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Report From Manchuria— 


RUSSIANS DID FIGHT IN KOREA 


Story as Told by Woman Who Talked With Soviet Pilots 





° TOKYO 


Q Mrs. Kusama, did you see any Rus- 
sian pilots-men who fought in the 
Korean war—while you were living in 
Dairen? 

A Lots of them. I knew several. There 
was a rest hotel at Hoshigaura between 
Dairen and Port Arthur, so I saw several 
hundred Russian fliers. 

Q Did you see any American prison- 
ers up there—these boys who were shot 
down and are now jailed as “spies”? 

A No, but the Russian pilots talked 
about the American prisoners who were 
being held at Antung [Chinese Com- 
munist air base on the Manchurian- 
Korean border]. 

Q What did the Russians say about 
them? 

A Oh, they compared Americans with 
German prisoners. They said the Ameri- 
cans don’t try to work hard—that they 
whistle and sing and take everything 
easy. They said the Germans worked 
hard. and were serious. 

I gathered the Russians were some- 
times very friendly with the Americans 
and they knew a few English words— 
things like “hello” and “good-by.” 

@ Did they ever say how many Ameri- 
can prisoners were being held up there? 
A There was no way of knowing. 

Q Did any of these Russians ever ex- 
plain why the Americans were being 
held at Antung in Manchuria? 

A I gathered that the Communists 
didn’t want to keep these prisoners in 
Korea because the Americans or South 
Koreans might get them back, Antung 
was over the Korean border in Man- 
churia, so it was a safe zone for the 
Communists. I think most of these 
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From inside Manchuria comes this evidence 
that the Communists were preparing to hold 
captured American pilots as ‘‘spies’’ even 
while the Korean war was going on. 

There is direct evidence, too, that Russians 
really did fly combat in Korea; that their main 
job was to shoot down Americans. 


‘ 


American pilots were shot down in that 
area—it’s quite a big base. 

Q What happened to the American 
prisoners? 

A The Japanese-language newspapers 
in Dairen reported that Americans had 
been captured and might be spies. To- 
ward the end of the Korean war the 
papers reported that three American 
soldiers had landed by parachute and 
were captured. There was nothing in the 
papers about what became of them then 
—whether they were tried or not. 

The Russians always said they were re- 
educating the Americans. They seemed to 
have the impression that most of the Amer- 
icans were country boys and rather igno- 





Maria Kusama, who tells this story, is a half- 
Japanese, half-American woman who lived 
for 12 years in Manchuria. The Russians ar- 
rested her husband in 1945. Three years later, 
she was sent to prison as an “American spy.” 
Released in 1950, she applied for repatriation, 
finally reached Japan this December 1. 





rant about other countries. They claimed 
the Americans accepted re-education 
and by the end of the war were very 
well educated in the Soviet system. 

Q Did you ever see any American 
planes over Dairen? 

A No. But last year, on July 25—that 
was two days before the armistice—the 
commander of the Port Arthur military 
base and his vice commander, a Russian 
I knew, left by plane. The Japanese- 
language paper in Dairen said their 
plane was shot down along the Man- 
churian-Korean border by three U.S. 
planes. 

Q U.S. military officials have believed 
for a long time that Russian pilots were 





—Sovfoto 


DAIREN, MANCHURIA 
‘It looked as if there were as many Russians as Chinese” 


41 








U.S. News & World Revort 





flying combat in the Korean war, but 
it hasn’t been proved publicly. How do 
you know these pilots fought in Korea? 
Did they talk about the war? 

A Once in a while they mentioned the 
war, but they wouldn't tell exactly 
where they fought or what they did. 
Sometimes, I guess, they didn’t know 
where they had been. 

Q Were they volunteers? 

A Of course not. The Russians have 
universal military training and the pilots 
I knew had gone into the Army when 
they were only 13 or 14 years old. 
They were in the Army in Europe during 
the last war. Some of them haven't 
seen their home towns in 10 years. 

Q But how can anybody be sure they 
were fighting in Korea? 

A | had a house where I .ented rooms 
to White Russian girls. They brought 


weren't such good pilots. When the 
Russians were shot they managed to keep 
their planes in the air until they got back 
north to Manchuria. I guess that’s why 
none of the Russian planes were cap- 
tured. 

Q Did the Russian pilots ever try to 
disguise themselves as Chinese? 

A When they went to Korea they 
wore cotton Chinese Air Force uniforms 
and they wore dark glasses. They even 
had White Russian passports issued by 
the Chinese Government. One night 
someone knocked and it was a man in a 
Chinese uniform, but he was really a 
Russian flier I knew. He was very afraid. 
He thought I'd tell someone that he had 
worn his fighting uniform to my house. 

Q Did the Chinese ever say anything 
about these Russian pilots? 

A Not much, but, on Red Army Day 





i 
—Dept. of Defense 


SOVIET MIG-15 
“The Russian pilots said . . . American planes were better’ 


fliers home and I got to know them quite 
well. Once one of them invited me to 
have a drink because, he said, he might 
not be back again, that he might get 
killed. I asked him where he was going 
and he said, “I’m going back to work 
tomorrow.” Then, later on, he said he 
was going to shoot down American 
planes. 

Q Did they talk much about American 
pilots? 

A The Russian pilots said that the 
American Air Force planes were better 
than the Soviet planes, but they told me 
American pilots were not well trained. 
They said that, when American planes 
came over, the Russians didn’t have time 
to intercept because American planes 
were so much faster. But they said 
American planes, once they were shot, 
hit the ground faster because Americans 
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this year, Gen. Chu Teh [commander in 
chief of Red China’s Army] gave a pres- 
ent to all the Russian fliers. It is a small 
silk handkerchief with Russian and Chi- 
nese flags and a peace dove. Embroidered 
in Chinese is “Co-operation and friend- 
ship between Chinese and Soviet peoples.” 

Q Did you actually see one of these 
handkerchiefs? 

A Oh, yes. The Russian fliers invited 
me to a party one time. I wanted a 
handkerchief but they wouldn't give it 
to me, so I swiped it. I still have it. 

Q What were these Russian pilots 
like? 

A They were all young—23 or 24 or 
so. Because of their education they be- 
lieve everything they are told. They say 
bad things about the Americans, and 
they believe them. 


Q What kind of life did they lead? 


A The pilots from Antung got 10 mil- 
lion Chinese yuan [317 dollars] a month. 

Q Did these fellows have a reputa- 
tion in the bars? 

A Quite a reputation. They fought a 
lot. On Sundays, MP’s patrolled the city 
and the fliers knew that, so they behaved 
on Sundays. 

Q How many Russians were in Dai- 
ren? 

A There were so many Russians it 
looked as if there were as many Russians 
as Chinese. All the Russians were mili- 
tary personnel. I’m surprised to see so 
few Americans here in Japan. According 
to the Communist propaganda, there are 
supposed to be so many Americans here, 

Q What’s Dairen like? 

A It’s not too bad. It’s a big city and 
a show place because so many foreigners 
go there. Ships from Europe—from all 
over the world, except the U.S., come in 
all the time. 

Q Did the Russians look down on the 
Chinese? 

A It was very obvious, Chinese fliers 
were treated almost like servants; On 
the other hand, the Chinese had the 
mission of keeping an eye on the Rus- 
sians to keep them from going out on 
their own. The Russian fliers would try 
to get out to play with girls and things 
like that. 

When the Russian fliers came to town 
the Chinese would come with them. The 
Chinese were very conspicuous because 
there was no air base-near Dairen. When 
these parties would arrive from Antung 
about midnight, the Russians would go 
into the hotels to sleep and the Chinese 
would stand guard over their cars. 

Q All night? 

A Of course, until morning. 

Q Are the Russian fliers still in Dai- 
ren? 

A They were when I left there. I 
asked them why they didn’t leave, since 
the war was over and had been for a 
long time. They said, “If we leave, the 
Americans will take over.” I told them I 
had heard that the Americans had left 
Korea, but the Russians said they were 
still there. 

When I told the Russians I was going 
back to Japan, they advised me not to 
go because they think it is a dangerous 
place. 

QI believe you said you have a 
young daughter. When you left Dairen 
did she come with you? 

A She is now 11 and staying with my 
husband’s parents in Dairen. I couldn't 
bring her with me. I think she will be 
happier with the education there, and it 
would be hard to convert her to another 
system. She is already very anti-Ameti- 
can and wouldn’t be happy in Japan 
with Americans here. 
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FROM THE CAPITALS OF THE WORLD 


BONN....PARIS....LONDON....SAIGON....TOKYO.... 








>> You can expect these things in 1955: 

A Soviet setback is coming in Europe, in the rearming of West Germany-- 
by one means or another. Steady Communist gains, however, are the prospect in 
the Far East. There is nothing in sight at present to stop them. 

Threats of war will continue, but the danger will be more real in Asia than 
in Europe. Old-fashioned peace is unlikely to break out in 1955. 

"Peaceful coexistence" will be drowned out for a time, notably in Europe, 
by Moscow's belligerent talk and probably by a series of acts short of war. 

It's to be another year of tension, another year in which the armed forces 
of the U.S. and its allies will have to stay rather wide awake. 

















>> A stormy Soviet reaction to West German rearming is to be expected. 
Control of Germany has very high priority in any list of Soviet ambitions. 
A rearmed West Germany, tied to the West, denies this control to Moscow. Ever 
Since 1945, Russia has done its utmost to pull Germany away from the West. Now 
Soviet hopes of success in Germany seem likely to be wrecked beyond repair. 
Moscow's aim now, as it has been for the past four years, is to prevent 
ratification of pacts giving West Germans independence, letting them rearm. 
Moscow's threats against both Germany and the Allies will probably go on 
even after rearming has begun, in hope of at least slowing it down. 
For some time to come you can expect to read of bad-tempered, menaeing 
notes issuing from Moscow. New pressures on vulnerable spots like Berlin and 
Vienna are likely. There'll be fresh talk of Soviet bloc's military power. 











>> Soviet threats to cancel friendship treaties with France and Britain will 
in all probability be carried through. Moscow has gone so far with its public 
notes to Paris and London that it can't very well back out now. 

Practical effect of canceling these treaties, however, will be nil. They 
were wartime treaties, aimed at Germany when it was the common enemy, and when 
the Allies had a rather high opinion of Stalin's signature on a piece of paper. 


>> Kind words from Moscow, a return to the "peaceful coexistence" line, will 
again be in style when West German rearming appears impossible to wreck. 

Then: Big Four talks about Germany and Austria may be sought by Moscow. 
Simultaneously, Soviet maneuvering for a Soviet-German deal will start up. 





>> Allied leaders have already discounted the chilly blasts from Moscow, so 
much so that arms cuts and slowdowns excite little alarm in high places. 
Paralleling the U.S. cutback.....Military service is being shortened in 
(over) 
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WORLDGRAM-- (Continued) 






Belgium, Netherlands, Denmark, kept at low levels in Norway. This means fewer 
combat units or ready Reserves for European defense. Greece, to save money, is 
reducing its armed force by 30,000. France has diverted troops from Europe to 
keep order in North Africa. Britain finds plane output seriously in arrears. 
Europe's hope, more and more, is that U.S. nuclear weapons will deter war. 
It remains to be seen whether Moscow's tough talk will awaken old fears in 


Europe, or disturb the current feeling that it's safe to relax. 









































>> In the Far East, these facts stand out: 
U.S. influence has dropped to a low point. » 
Communist China has taken over as most influential power in Asia. 
U.S. is withdrawing troops, pinning its hopes on a cautious, slow-moving 
program of aid, and on alliances with new, unstable governments. 
Communist China relies on a huge Army, a record of military successes, and } 
hosts of fanatical fifth columnists, active in every Asian country. 
Outlook for 1955 is for new Communist gains. These gains can be achieved 
without going to war. Infiltration, subversion will do the trick. 











>> The process is furthest along in Vietnam. 

North Vietnam, already in Communist hands, provides a base for expansion 
to the south. Potential opposition to this expansion is falling apart. 

South Vietnam, by the end of 1955, promises to be ripe for plucking. Anti- 
Communist troops, both French and native, are being reduced in number. 
Governmental chaos is offering Communist infiltrators a golden opportunity. 

U.S., it's true, is pouring in dollars, expert advice, moral support, but 
even U.S. can't supply people in South Vietnam with the will to resist. 








>> The rest of Southeast Asia is apparently on a somewhat slower timetable. 

Thailand is getting pressure from the so-called "Free Thais," a Communist | 
group active _on Thailand's borders. Treaty with U.S. doesn't stop "Free Thais." 

Malaya's troubles can become more active whenever Peiping gives the word. 
Britain is in firm control of Malaya, but sees no end to Communist subversion. 

Indonesia is up against a growing Communist movement inside the country. 

In all of these countries, as in neighboring Burma and India, you now are 
beginning to hear the hopeful theory that perhaps Communist China has stopped 
expanding, after all. Perhaps--this theory runs--the leaders in Peiping want 
to concentrate now on China's internal problems, which are big enough. 

This is what South Asians hope, but they are far from sure of it. 





>> In Tokyo, you run into quite a different view of the future. 

The Japanese are impressed by Communist China's rising prestige, as all 

Asians are, but they aren't especially worried by it. They don't fear China. 

They know Japan has the plant and skills to dominate Asia industrially. 
Communism isn't a serious problem in Japan--not yet, anyway. | 
What Japan wants is a chance to work out its own salvation. This takes | 

the form of a growing desire for independence from U.S. ideas and policies. | 
Trade with Communist areas will therefore be actively promoted by Japan's | 

businessmen and politicians, even if the U.S. doesn't like it.. 
Rearmament, urged by U.S., will be slow. It isn't popular. 

Japan, in 1955, will concentrate on business and internal politics. 
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President’s Message: 





U.S. “SPEAKS FROM STRENGTH” 


Following, as released by the White House, is the full 
text of the President’s remarks at the lighting of the 
National Community Christmas Tree on Dec. 17, 1954: 


Mr. Secretary and members of this audience, my fellow 
citizens at home and across the seas, my fellow men and 
women of all the Americas and of all nations: 

Christmastide is a season of hope—of heartening hope 
—for peace on earth, good will among men. This year, 
even as 2,000 years ago, when the Prince of Peace was 
born into the world, the drums of war are stilled. In their 
silence, after a whole genération of almost ceaseless beat- 
ing, many people—already become fathers and mothers— 
enjoy the first peaceful Christmas they have known. So, 
mankind’s unquenchable hope for peace burns brighter 
than for many years. 

Our hope, true enough, is blemished by some brutal 
facts. 

Oppression, privation, cruel suffering of body and 
mind imposed on helpless victims—these scourges still 
wound, in too many places, the daily living of mankind. 

Even at this happy season, we dare not forget crimes 
against justice, denial of mercy, violation of human 
dignity. To forget is to condone and 
to provoke new outrage. 

Neither dare we forget our bless- 
ings. To count them is to gain new 
courage and new strength, a firmer 
patience under test and a stouter faith 
in the decency of man and in the 
providence of God. 

Among the greatest of man’s bless- 
ings this Christmas is his strengthened 
hope of lasting peace. But hope with- 
out works is the prelude to disillusion- 
ment. They whose cause is just must 
be prepared to meet the harsh chal- 
lenge of inertia, privation, despair, 
statism, materialism. This _ bright 
Christmas must not be _ followed, 
ever, by a Christmas of universal 
tragedy. 

We Americans know that a mighty 
part of promoting and serving peace 
is ours to do. 

With our friends, we must enlarge 
the design of our partnership so that 
we, who marched together in evil days 
when war and fear of war darkened 
the earth, shall enjoy together in days 
of light the rich rewards of a secure 
and stable era. 

There are some who have believed 
it possible to hold themselves aloof 
from today’s world-wide struggle be- 
tween those who uphold government 
based upon human freedom and dig- 
nity, and those who consider man 





are so critical and the difference between these world 
systems so vital and vast that grave doubt is cast upon the 
validity of neutralistic argument. Yet we shall continue 
faithfully to demonstrate our complete respect for the 
right of self-decision by these neutrals. Moreover, because 
they hate aggression and condemn war for conquest, even 
as we, there is provided a strong foundation upon which 
we can proceed with them to build mutual understanding 
and sympathy. 

Now, with those who stand against us in fear or in 
ignorance of our intentions, we have chosen the hard way 
of patient, tireless search in every avenue that may lead 
to their better understanding of our peaceful purposes. 
They know, as well as we, that the world is large enough, 
the skills of man great enough, to feed and to clothe and 
to house mankind in plenty and in peace. This universal 
knowledge could be the fruitful beginning of a prosperous 
life together. 

America speaks from strength—strength in good allies, 
in arms, in readiness, in ever-increasing productivity, in 
the broader sharing of the abundant fruits of our econ- 
omy, in our unchanging devotion to liberty and to hu- 
man justice. Her voice is for peace based upon decency 
and right. But let no man think that 
we want peace at any price, that we 
shall forsake principle in resigned tol- 
erance of evident evil, or that we may 
pawn our honor for transitory conces- 
sion. 

At this Christmas season, America 
speaks, too, in humble gratitude for 
the friendship of peaceful peoples 
across the world. Without their warm 
confidence and faithful partnership, 
this earth would be a bleak ground 
of aimless and endless clash and 
conflict. 

And America joins with all believers 
of every faith in a prayer of thanks 
and a plea that, whatever lies ahead, 
we may be strong and courageous and 
wise in the doing of our own task in 
accord with the divine will. 

To all the dwellers of the earth, I 
speak for this republic—and directly 
from the heart of every one of its 
citizens—when I say that this nation 
prays for you, ell of you, the fullness 
of the Christmas spirit, peace and 
good will. 

And now, please permit me a per- 
sonal note. My wife and I wish to 
all of you here, and to all peoples 
everywhere, a very merry Christmas. 
As I light the nation’s Christmas tree, 
“God rest you . . . Let nothing you 
dismay.” 

And now, good night and again, 


-USNEWR Photo 








NATIONAL CHRISTMAS TREE 


merely a pawn of the state. The times merry Christmas! 
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In the New Year: Prosperity and poli- 
tics for President Eisenhower. A change 
of leaders in England? Disappointments 
for Malenkov. Mao decides about at- 





MAO 


HE HisTORY of the vear ahead will be 

influenced by a few men in a few posi- 
tions of power. Some are abroad, scat- 
tered around the world. Some are here 
in the United States. And holding the 
principal key is Presidcat Dwight D. 
Eisenhower. 


R. EISENHOWER looks forward com- 
M fortably to a year of peace and pros- 
perity. But he also will be moving closer 
and closer to a vital personal decision. 
He must make up his mind whether or 
not he is to seek a second term in 1956. 
Meanwhile, he is to be under intense 
and increasing pressure to run again. 

The President’s popularity, although 
somewhat reduced, remains high. Re- 
publican leaders regard him as their only 
sure-thing winner. Democrats somewhat 
fearfully expect him to be a candidate, 
see little chance of defeating him. 

On the personal side, the President 
feels more comfortable about his job. A 
period in which he found the presidential 
burdens oppressive seems about ended. 
Mr. Eisenhower has grown more relaxed. 
This puts him more in a mood to run 
again. Mrs. Eisenhower, by all accounts, 
is raising no objections. 
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Peace and Plenty or War and Want? 





EDEN EISENHOWER 





RAYBURN MALENKOV 


The year is expected to see the Presi- 
dent steering his middle course in do- 
mestic policy and avoiding provocative 
or warlike moves in the foreign field. 
He is to make no extreme demands on 
the Democratic Congress, and counts 
on much Democratic help. There is a 
limit to this assistance, however, and, 
with election year approaching, political 
maneuvering and knife throwing are ex- 
pected to increase. 

Meanwhile, the prosperity to which 
Mr. Eisenhower looks forward requires 
some close watching. 


— OFFICIALS have their hands on the 
levers and valves of the U. S. economy. 
They are George M. Humphrey, Secre- 
tary of the Treasury, and William Mc- 
Chesney Martin, Jr., Chairman of the 
Federal Reserve Board. Their responsi- 
bility is to keep the economy adjusted 
to a steady growth and yet be alert to 
prevent inflationary excesses on the one 
hand or a serious downturn on the other. 

Between them, Mr. Humphrey and 
Mr. Martin can do much to control the 
supply and cost of credit. Just now, 
money and credit are plentiful, interest 
rates are low—a situation that stimu- 





eeeDecisions of ‘55 






HUMPHREY 


CHURCHILL 


tacking Formosa. Ho Chi Minh awaits 
an opportunity to seize the rest of Indo- 
China. How 1955 takes shape for the 
men of power the world around. 





MARTIN 


lates loans for business expansion, mort- 
gages, construction. The resulting in- 
crease in activity is felt desirable. The 
“easy money” era is to continue. 

But, if economic growth should show 
signs of getting out of hand, of running 
into an _ inflationary situation, Mr. 
Humphrey and Mr. Martin could apply 
brakes. The Treasury Secretary has the 
huge public debt to manage. New issues 
of long-term Government securities could 
soak up lending money. Mr. Martin, with 
the Federal Reserve System he heads, 
could reduce the amount of money avail- 
able to the banks for lending. Any such 
action would be taken with the greatest 
of caution, however, and none is in sight. 

Mr. Humphrey, meanwhile, stands 
squarely in the way of any major reduc- 
tion of taxes in 1955. Since he is predict- 
ing a continued deficit, he wants no 
reduction in Treasury revenues. Conse- 
quently, he is opposing a cut in corpora- 
tion income taxes and in some excise 
taxes scheduled for 1955. 

Both Mr. Humphrey and Mr. Martin 
are mindful of the bull market in the 
stock exchanges, but as yet are unworried 
by it. 

The new year, at the same time, is to 
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find Congress having a major voice in 
Government activities. 


wo TEXANS are to have much to say 
Tabout what happens in the new Con- 
gress, controlled by Democrats. Sam 
Rayburn will be Speaker of the House 
again, and his protégé, Lyndon B. John- 
son, will be Democratic Floor Leader of 
the Senate. Day-to-day decisions on legis- 
lation and over-all strategy leading to the 
1956 elections are their special concerns. 

They have promised the President a 
bipartisan approach to foreign affairs and 
defense. But they and their Democrats, 
expectedly, will have many questions 
to ask about scheduled cuts in the de- 
fense establishment. 

In addition, there are plans for reviv- 
ing the issue of farm price supports, for 
restoring high mandatory props to the 
law. There is talk, too, of an effort to cut 
taxes in the lower brackets. And the 
Dixon-Yates contract seems sure to be 
the target of many Democratic objections. 

The Democrats, however, are expected 
to go along on numerous Administration 
proposals, especially those which, like 
reciprocal trade, continue or expand pro- 
jects of the Democratic era. But Mr. Ray- 
burn and Mr. Johnson are hardly anxious 
to make a legislative record for Mr. 
Eisenhower to use against the Democrats 
in the 1956 presidential election. 

To turn to the foreign field— 


pe WINSTON CHURCHILL, at 80, may 
finally step down as British Prime 
Minister, permit Sir Anthony Eden to 
take over. The change, however, is not 
expected until after the high-level inter- 
national talks projected for April or May. 

Mr. Churchill, in fact, has indicated 
that the prospect of a face-to-face meet- 
ing with Premier Malenkov of Russia, 
and a return to the personal diplomacy 
at which he is long experienced, is 
the only thing that is keeping him 
in office. Sir Winston sees in such 
a meeting an opportunity to estab- 
lish his reputation as a peacemaker 
rather than leaving it based prim- 
arily on his accomplishments as 
England’s wartime Premier. 

The change-over will bring to 
power a man whom Sir Winston 
has nurtured and trained both in 
politics at home and policy abroad, 
one who would be expected to fol- 
low Churchillian ideas. 


tte ADENAUER may, in 1955, 
become the means of tilting 
the military balance in Europe to 
the side of the West. Mr. Adenauer 
expects to obtain final approval of 
some form of rearmament for West 
Germany and make a start in that 
direction. 
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There may be difficulties. Socialists, 
who oppose this step until all possibili- 
ties of a deal with Russia are exhausted, 
have been increasing their strength in 
Parliament. In addition, Mr. Adenauer 
is under criticism as yielding too much 
to France over control of the industrially 
rich and German-speaking Saar Valley. 
Nevertheless, he is thought to have votes, 
and to spare, to approve rearmament. 

But 1955 is not to bring clear sailing. 
After rearmament is approved, it must 
be begun—while Russia uses every device 
of threat and propaganda to delay or 
stop it. At 78 and nearing 79, Mr. 
Adenauer remains the symbol of stanch 
West German adherence to the Western 
alliance. Statesmen, consider 1g his ad- 
vanced age, wonder whether \ successor 
might be more nationalistic. 


EORGI MALENKOV, with the rearming 
G of West Germany, is to find himself 
frustrated in Europe, reduced to bluff, 
bluster and intimidation which few ex- 
pect will bring him concrete results. 
Frantically trying to stop German re- 
armament, he has abandoned his peace 
offensive for a series of threats to Eng- 
land, France and Germany. 

The year could bring him an oppor- 
tunity to nibble off Finland—bring that 
country tightly under his sway—but, 
otherwise, he seems stopped in Europe. 

Some statesmen suggest that Mr. 
Malenkov might be tying his hopes to 
the top-level international conference 
that is talked of for late spring. This 
presents Russia with another chance to 
wring concessions from the West in re- 
turn for dubious promises that the Soviet 
Union will be good. 


AO TSE-TUNG has to decide whether 
he wants to go to war with the 
United States. This is involved in a deci- 
sion whether or not to attack Formosa. 
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From Germany: a decision on rearmament 
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In the Far East, there are two 
vigorously argued opinions as to his 
intentions. Moving on Formosa would 
bring U.S. military force into play 
automatically, and some think Mao 
wants to avoid this. Others say a For- 
mosa assault would split the United 
States off from important allies—a result 
that Mao, and Malenkov behind him, 
would applaud. 

Perhaps early in the year, too, Mao 
may find the issue of releasing the im- 
prisoned American fliers as much of a 
problem to himself as it is to U. S. leaders, 
and arrange for their liberation. 


O CHI MINH, Red leader of Indo- 
H China, is to be ominously biding his 
time in 1955, waiting simply for the 
right moment to gobble up the rest of 
that country. He won Northern Indo- 
China in the settlement last spring at 
Geneva, has firmly established his Gov- 
ernment there. 

Since then, his supporters have en- 
trenched themselves in broad areas of 
Southern Indo-China. Truce provisions 
for demilitarizing his forces there 
have been ignored. The Government at 
Saigon is considered weak and com- 
placent. 

Through the year, Ho’s followers are 
to be occupied with preparations for a 
Communist victory in elections promised 
for 1956, or with preparations simply to 
take over by force when the opportunity 
arrives. 


AWAHARLAL NEHRU, the Ii_dian leader, 

many think, will be trying in 1955 
to take world leadership away from the 
United States by his neutralist position 
between the Communist and Western 
worlds, In that expectation, Mr. Nehru 
seems due for a disappointment. Asian 
areas that once responded to him now 
seem to be backing away. 

The Indian leader has played 
cozy with Chou En-lai, Premier of 
Red China, exchanged visits with 
him. Reportedly he was disquieted 
by some of the things he saw and 
heard in Peiping. Marshal Tito of 
Yugoslavia, who knows Commu- 
nism at first hand, has been visiting 
Mr. Nehru and could affect his 
position. 

Yet, Nehru clings to his neu- 
tralism and pacifism and tries to 
combat a growing Communist 
movement within his own country. 


HESE ARE THE MEN who are to 
Efe a new year, 1955, that may 
be more peaceable, less excited 
than any since the war. 


Sastre 


For Chancellor Adenauer’s views 
on Europe’s future, see page 34. 
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We’ve Been Asked: 





| WHAT TO EXPECT IN COLOR TV | " 





@ Many more homes will have color-television sets 
in 1955. But not everyone who wants a color receiver 
will get one; supply will be limited for a while. 


@ With a speed-up in production, prices will go lower; 
picture tubes will be larger than the ones used in 


the past. 


Many people who would like to 
own color-TV sets are wondering: 
When? They want to know: What's 
the outlook for 1955? 

The outlook is that there will be many 

more color-television sets manufactured 

and sold in 1955 than this year. But 
there still will not be nearly enough to 
go around. One estimate of a large man- 

ufacturer is that there will be 300,000 

color sets in use by the end of 1955. But 

some manufacturers think that figure is 
too high. 


Will you be able to walk into a store 
soon and buy a color set on the 
spot? 

Not quite as easily as that. Most stores, 
when they do have sets to sell, are ex- 
pected to have waiting lists, just as auto 
dealers did after the last war. But the 
aim is to cut down on that waiting 
time as soon as possible. 


Will some stores have sets for sale in 
January? 

That’s the plan, though again the sup- 
ply will be very limited at that time. 
Two manufacturing companies already 
have sets in stores in several large cities. 
These have 19-inch tubes. Another large 
company has started production of color 
sets with 21-inch tubes, with some sched- 
uled for delivery to stores in January. 


What about the price? 

The cost of these 2l-inch sets will be 
somewhere between $800 and $900. One 
of the 19-inch sets already on sale is 
quoted at $895. Others being sold now 


in small quantities run up to around 
$1,000. 


Will the cost come down? 

That’s the aim of the manufacturers, 
after mass production reduces costs. They 
are talking about a possible selling price 
of perhaps $500 after a couple of years, 
with maybe still lower prices after that. 
However, color is expected always to 
be more costly than black-and-white sets. 


When will there really be mass pro- 
duction? 

Here's one estimate being talked about 

by a leading TV company: 300,000 


sets will be sold in 1955; there will be 
2 million color receivers in use by the 
end of 1956; after three years, or by the 
end of 1957, there will be 3.5 million 
sets in American homes. These figures 
are considered by some to be too opti- 
mistic. This 1957 figure would compare 
with an estimated 33 million black-and- 
white receivers now in use. 


How many people have color sets 
now? 

Industry figures are that only about 10,- 

000 sets are now in use, some with 15- 

inch tubes. That’s considerably below 

what was predicted earlier this year. 


Why the delay? 

The delay has been largely due to time 
needed to produce a satisfactory color 
tube. That difficulty has been somewhat 
overcome now, and further improve- 
ments are promised. Another cause of 
delay was the fact that the public, for 
the most part, was not willing to pay 
around $1,000 for a small color set that 
was far from satisfactory. 


Will there be any changes in looks of 
sets? 

That will come with time. For one thing, 
as the new tiny transistors replace many 
of the larger Audion tubes, the size of 
receivers, both color and black and 
white, will become smaller. For the 
time being, the size of picture tubes in 
color sets is expected to remain at 19 and 
21 inches. 


Will there be more colorcasts in 1955? 
That’s planned. As more and more color 
sets are sold, the plan is to increase the 
number of color shows and telecasts of 
events. 


Will color ever replace black and 
white altogether? 

That is not foreseen or predicted at this 
time, though some people think that 
color will predominate in the television 
field within 10 years. Even then, of 
course, owners of black-and-white sets 
will be able to receive the color programs 
in black and white. And color sets will 
pick up the black-and-white telecasts 
without color. 
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Young, dynamic... General Telephone 
the nation’s largest independent system, supplies modern, low cost 
telephone service to an ever expanding America. 


A million new homes built this year... nearly four million babies born! 


Industry, business growing steadily in areas served by General Telephone... 


fast-developing communities ranging from Vermont to California, Washington to Texas. 


Meeting the challenge of this up-and-coming America, we're growing with it. 


GENERAL re SYSTEM 


MADISON AVENUE. NEW YORK, Y. 
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Leadership demands constant achievement 


Map shows major 
routes of these 18 





























ON FAMILIAR SUPER. 

+ CONSTELLATIONS THAN ON 
ke ANY OTHER LONG-RANGE 
\ TRANSPORT IN THE WORLD 4 


- 


Pe ee oS ATA 7 





Super Constellation 


airlines: 


(Figures represent 
total unduplicat- 
ed route miles for 
each airline.) 


@og@ecte@ 


Air-India 
Internationa 
16,1 


AVIANCA 
(Colombia 
9g F ) 


) 


Cubana (Cuba) 
8,600 


Deutsche Lufthansa 
(Germany) 


11,200 


Eastern 
Air Lines 
12,700 


Iberia (Spain) 
41,000 


KLM 
(Holland) 
(144,000) 


LAV 
(Venezuela) 
16,700 


Northwest 
Orient Airlines 
17,300 


Pakistan 
International 


5,20( 


QANTAS 
Empire Airways 
68,800 


Seaboard & Western 
(All-cargo r utes 
applied for) 


TAP 
(Portugal) 
11,300 


Thai Airways 
(Thailand) 
19,700 (proposed) 


Trans-Canada 
Air Lines 
19,000 


TWA-Trans 
World Airlines 
33,000 


VARIG 
(Brazil) 
19,000 


Insignia on map 
show airline head- 
quarters. 


hvery 


month 
another 
airline 
Starts 

\ Supe L 
Cnmstlualion 
Sento 


To you this means that soon you can fly more 
places faster, in greater comfort than ever 
before. .. on big, fast, luxurious transports 
that are world-renowned for dependability 
— Lockheed Super Constellations... 

now with turbo-compound power. 


Already more new Super Constellations are 
being built to airline order than any other 
comparable air transport...ordered by 
more than twice as many leading 

world airlines. So many, in fact, that every 
month during 1954 a different airline 
started Super Constellation service. This 
record is continuing in 1955. 


More world airlines (18) have ordered 

the Super Constellation than any 
comparable transport—worth remembering 
next time you fly. 


Lockheed 


AIRCRAFT CORPORATION 


BURBANK, CALIFORNIA, AND MARIETIA, GEORGIA 


Look to Lockheed for Leadership 
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Fred C. Hartman, 
Los Angeles, was the 
Acme Idea Man who 

helped solve this 
unitizing problem. 


ask your 


“Acme Ldea Man 


to help solve your 
problems 
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Acme Steel Pneumatic Tools 


New economies are evident every day where industry is unitizing 
the handling of products of all sizes, shapes and weights with 
Pneumatic Strapping Tools. In Los Angeles, for example, 

Morris P. Kirk & Sons mechanized its handling of zinc alloy ingots 
with modern conveyor systems and an Acme Steel Pneumatic Stretcher. 
The economy of the Acme Steel Strapping method (Idea No. 414) 
used in this plant adds up to a 25% reduction in packaging time; 

a 25% reduction in labor; a 90% savings in storage space. 


Your Acme Idea Man is prepared to demonstrate the cost-cutting 
advantages of Acme Steel Strapping Tools in your plant. Call him, 
or write Acme Steel Products Division, Dept. CD-124, 

Acme Steel Company, 2840 Archer Avenue, Chicago 8, Illinois. 
Or, Acme Steel Company of Canada Limited, 

660 St. Catherine Street W., Montreal, Quebec. 











24th and N Streets, N.W. 
Washington, D. C. 


Important things--things you need to know about--happen because of changes 
in the Social Security law, effective January 1. Here, then, are some reminders: 


PENSIONS FOR MORE PEOPLE. Millions are eligible, starting in 1955, to work 
toward Social Security pensions. Farmers, engineers, accountants, architects 
and many additional farm and household employes are included for the first time. 
So are ministers and State and local-government employes who elect to do so. 
Those who come in must have Social Security account numbers, though, to get 
credit for earnings. The numbers can be obtained from Social Security field 
offices, or by sending in application blanks available at post offices. 





BENEFITS AND TAXES. Individuals already covered will be building 
toward bigger benefits--and many must start paying more Social Security 
taxes. The rate stays the same, 2 per cent if you are an employe and 3 per 
cent if you are self-employed. But you'll be paying on the first $4,200 of 
your earnings, instead of the first $3,600 as in the past. 





HOUSEHOLD EMPLOYES. Lots of persons will have to start paying Social 
Security taxes on wages of maids, handy men and other domestic employes who up 
to now haven't been covered. The new rule is that Social Security taxes must be 
turned in for everyone to whom you pay as much as $50 in a calendar quarter, re- 
gardless of how many days he works. A calendar quarter is a three-month period 
beginning January 1, April 1, July 1 or October 1. You report these taxes quar- 
terly on form 942, which you get from your district director of Internal Revenue. 





EARNINGS LIMIT. If you work after starting to draw Social Security checks, 
new rules apply to the amount you can earn without losing monthly benefits. 
Earnings of $1,200 or less in a year will not count, but, for every $80 a month 
above that, you may lose a benefit check. The old limit was $75 a month. 

After you reach age 72, however, you get your check no matter how much you earn. 





DISABILITY AND DROP-OUT. You'll be able to get special consideration, 
after January 1, that will wipe out gaps in your Social Security record or help 
boost your benefits if you are disabled. The new drop-out rule lets you ignore 
as many as five years of your lowest earnings in figuring the amount of your 
benefit. The disability freeze can wipe off your record any period in which you 
were totally disabled from any cause--physical or mental. People already 
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NEWS YOU CAN USE--(Continued) 


receiving Social Security checks can ask to have these rules applied to their 
past earnings if they meet certain conditions. Check on those through the 
nearest Social Security Administration field office. 


MEMBERSHIPS. For income tax purposes, membership dues you pay to a 
charitable organization sometimes may be deductible. So holds the federal tax 
collector. That's the case when your dues bring you no benefits or privileges-- 
such as attendance at lectures or subscription to an organization's journal. 





RENTING YOUR HOME. A decision by the federal district court of New 
Jersey answers this problem: "If I turn into rental property a home that 
has been my residence, what value do I use in figuring depreciation for tax 
purposes? Is it the original cost or what it is worth at the time it is 
converted?" Says the court: the latter. Its reasoning: The rent the house 
brings is influen.ed by its fair market value at the time of conversion; 
the same standard therefore should be applied to depreciation. 








DISCARDED CHRISTMAS TREES. A Stamford, Conn., tree-service company sug- 
gests these after-holiday uses for Christmas trees: Stick them in the ground as 
a windbreak for arborvitae and other shrubs susceptible to winter "burning." 
Make teepees with sawed-off branches to protect small plants from ice and snow. 
Lay branches over flower beds to prevent soil heaving from frost that can exposc 
bulbs or roots. Tie suet in the tree and use as an outdoor bird feeder. 


PILLS AGAINST POLIO. Harmless strains of polio virus that could be the 
reason most people are immune to the disease may one day be harnessed to provide 
a protective pill. Such strains have been isolated in the laboratory, Dr. 
Albert B. Sabin of Cincinnati reveals in a lecture at the National Institutes of 
Health. These strains have provided immunity when given to chimpanzees by in- 
jection or in oral form. Tried in a few human volunteers, they have produced an 
immune response. Work still is preliminary, Dr. Sabin says. The hope, though, 
is that a tame live virus will prove better protection than a killed-virus 
vaccine such as the one given big-scale trial among school children last summer. 





WEATHER. Vacationers may find the South colder than usual to mid January. 
That's shown on these maps, based on the Weather Bureau's long-range outlook: 


TEMPERATURE 10 JANUARY 15 PRECIPITATION TO JANUARY 15 
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Special 


(This article represents the result of an extensive 
research on a problem of outstanding importance.} 





Report 


An old problem—how fo raise 
more money for building public 
schools—is getting fresh study in 
Washington. 

Planners think they have found 
a way to produce a billion dol- 
lars a year—and without upset- 
ting State and federal finances. 

This tells you how it would 
be done—and who would foot 
the bills. 


A new plan that would put a lot 
more money into building public 
schools throughout the nation is get- 
ting serious Government study. 

For years, the Government has been 
trying to figure out how to get more 
schools built. War put a near halt to 
building, and at the same time brought a 
bumper crop of children to be educated. 

In some places, local governments are 
running out of funds for building, and 
have reached the legal limit on their bor- 
rowing. Yet there are not enough class- 
rooms for beginners, and just ahead lies 
a great shortage of high schools. 

These shortcomings are regarded as a 
major national problem by the Eisen- 
hower Administration. An increase of a 
billion dollars a year in funds for school 
construction is considered essential. That 
would be in addition to 2 billion a year 
being spent now by local, State, and fed- 
eral governments for this purpose. 

The riddle that has held up federal 
action thus far is this: how to get this 
extra money without making the federal 
debt much bigger, without encouraging 
the States to dump the whole problem 
on Washington, and without much in- 
terference in local school policies. 

Up to Congress. Officials now think a 
plan has been found that meets those 
tests and may win White House approval 
in the new year. Congress, of course, 
would have the final say. 

It’s a new plan, yet similar in some 
respects to the method favored by the 
Administration for putting extra billions 
into road building. Like that plan, it 
side-steps a rise in the federal debt, 
avoids any big change in taxes, keeps 
much responsibility in the States, leaves 
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“PAINLESS” WAY 
TO BUILD SCHOOLS 





‘Amount considered necessary 
by Government experts ....... 


THE PROBLEM: 


How to get the extra billion dollars a year 


PROPOSED SOLUTION: 


A new system of school authorities 


What the State would do — 


© Set up State School Building Authority 
® Sell bonds to the public, through the Authority 
@ Build schools with bond money | 


What the local school board would do — | 


@ Rent new schools from State Authority 
@ Pay rent to retire bonds 
@ Take title to schools, when rents have paid off bonds 


What the Federal Government would do — 





© Set up Federal School Building Authority 


@ Guarantee the bonds issued by the State 
@ Make grants to States with funds voted by Congress 


© 1954, By U.S. News Pub. Corp. 
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Special Report 








many decisions to State and local gov- 
ernments. 

This would be a second instance of 
raising money by what may seem like 
sleight of hand. If it works for roads 
and schools, then it is likely to be used 
for hospitals and other public works, and 
thus become a big factor in the whole 
construction outlook. 

Essential feature of the school plan 
is a shift in money-raising burdens. Local 
school boards would be relieved of much 
of their load, temporarily. They would 
get new schoois without having to save 
or borrow for construction. 

Instead, most of this money would be 
borrowed by the States, with local school 
boards paying it back slowly over a long 
period. The Federal Government would 
help also, with guarantees and grants of 
money. 

How it works. The chart on page 57 
gives a simple outline of how the plan, if 
approved by the President and Congress, 
will operate. 

First step will be to set up a new fed- 
eral agency, a kind of “federal school 
building authority.” It will have power 
to do two things: guarantee school bonds 
sold by State agencies; and dole out to 
the States enough money to help the 
neediest communities. 

The amount of federal grants will 
be less than half the billion-dollar in- 
crease. Just how much less will depend 
on federal-State bargaining. 

To get federal grants and guarantees, 
States will be required to set up “State 
school building authorities.” Two States 
—Georgia and Pennsylvania—have them 
now. 

The State “authorities” will issue bonds 
and sell them to the general public. (An 
issue of 23.6 million dollars of Pennsyl- 
vania School Building Authority bonds 
was sold to the public a few weeks ago.) 
Bonds will be paid off over a period of 
30 to 50 years. 

Money from the bonds will be used by 
State “authorities” to build schools at 
the request of local school boards. When 
built, schools will be rented to the school 
boards. Rents will be set at a level that 
will cover payments on the bonds. When 
bonds are paid off, the localities will 
take title to the schools. 

Ten years hence, rents on 30 billions’ 
worth of school buildings paid for in this 
fashion would be just about 2 billions 
a year, economists figure. That is near 
the amount now being spent for public- 
school construction. Of course, the rents 
would run on for a long time. Taxpayers 
30 to 50 years from now would be pay- 
ing the rents. 

In some school districts, educators be- 
lieve, tax revenues are not enough to take 
care of school costs even on this long- 
term installment basis. These districts 
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are to get the federal grants, under the 
plan. 

Grants will be funneled through State 
“authorities.” 

The new law should lay down broad 
rules to guide States in handing out this 
money, officials say. It could specify 
that educators and people from all kinds 
of areas—urban, suburban and rural— 
should have a hand in running State “au- 
thorities.” It could also indicate how 
States are to evaluate local needs in rul- 
ing on where new schools should be built 
first. 

These provisions are needed, accord- 
ing to federal experts, to make sure that 
many States, in which rural votes are 
controlling in elections, do not slight the 
suburban areas where school needs are 
growing fastest. 





be 5 to 10 billion a year more than in 
1954. 

The federal money will not go for 
these operating expenses, officials say, but 
only to help with construction. 

Another attraction of the plan is its 
effect—or lack of effect—on public debt. 
State “authority” bonds might not have 
the full-faith backing of the States, but 
merely be backed by a pledge of the 
rent money, plus the word of a fed- 
eral agency. Such bonds would not be 
part of the regular State debt, and not 
part of the federal debt. 

Needs forecast. Government and 
private studies agree on a need for a 50 
per cent rise in construction of public 
schools, as the plan proposes. 

The National Citizens Commission for 
the Public Schools, drawing on an official 


-U.S. Rubber Co. 


BRAND-NEW SCHOOL 
. .. without raising the budget? 


Advantages cited. Proponents of the 
new plan claim a number of advantages. 

School districts that have reached their 
borrowing limit and lack ready cash 
can get schools they can’t get now. 

State “authorities” can borrow cheaper 
than many small school districts. 

A major requirement of the Eisen- 
hower Administration is met, the require- 
ment that States should do more if they 
are to get any new federal aid. 

States will have to borrow money, un- 
der the plan. Probably they will have to 
raise somewhat more in taxes also, not for 
construction but to help the school boards 
take care of operating costs. Of course, 
more teachers and supplies will be 
needed as the new schools come into use. 

According to one set of estimates, 
operating costs will go up even faster 
than construction costs in the 1955-65 
period. The total for both, by 1965, may 


survey by the U.S. Office of Education, 
calls for 32.4 billions of public-school 
building between now and 1965. Con- 
struction at the 1954 rate would come 
to about 20 billions. 

Here is how the goal is figured— 

e Number of new classrooms now 
needed: 312,000; cost: 10.6 billions. 

e Number of classrooms to take care 
of the increase in enrollments from 1955 
to 1965: 420,000; cost: 14.3 billions. 

e Number of classrooms that will 
need to be replaced because they will 
be unsafe or obsolete: 220,000; cost: 
7.5 billions. 

Thus, the number of new classrooms 
to be built by 1965 is put at 952,000. 

Public-school enrollment, according to 
these estimates, will go up about one 
third by 1965. But high-school enroll- 
ment will increase much more than the 
average—about 58 per cent. 
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Beyond 1965, needs will continue to 
grow, but perhaps not so fast, once the 
shortage of classrooms is made up. Still, 
at some future time, as more schools are 
built with borrowed funds, annual rents 
under the proposed plan will be more 
than 2 billions a year. 

By then, backers of the plan hope, the 
country and its iocal governments will 
be able to carry a still bigger load. Mean- 
while, the increase for the local people 
is postponed. 

Who should pay? The National Com- 
mission takes the position that local gov- 
ernments often are not able to raise funds 
for more building. According to this 
group: “Many communities are finding 
it impossible to build their share of these 
classrooms on a current-account basis; 
and, even though they might be willing 
to borrow to finance such schools as they 
need, this would be impossible because 
of existing debt limits and the difficulties 
of changing them. Classroom construc- 
tion is, therefore, being delayed.” 

The school board in one district in 
Iowa was so short of funds only a few 
days ago that it voted to close all public 
schools indefinitely. Only a rush draft of 
funds from the State kept children from 
being shut out of school. 

Some educators and State officials 
argue that the increase in funds for con- 
struction should all come from the Fed- 
eral Government. States, as well as school 
districts, according to this view, are rais- 
ing all the money they can. 

The Eisenhower Administration is re- 
jecting that view. An increase of a full 
billion a year in federal spending is 
being ruled out. Officials say the States, 
especially, can do more; they point out 
that many States do not yet have income 
taxes, and many do not have sales 
taxes. 

The Federal Government, according 
to the official position, will help only if 
the States help themselves. 

Help for public schools and colleges 
has come from the Federal Government 
through much of its history. In fact, the 
first such action was taken in 1785 by 
the Continental Congress before the Fed- 
eral Constitution was adopted. Land was 
then set aside for schools. 

Land grants, and later money grants, 
were continued in the nineteenth cen- 
tury. The depression of the 1930s, World 
War II, and the Korean war brought 
furthe: increases. Since the beginning of 
World War II, more than 900 millions 
of federal money has been spent for 
building and operation, but always as 
part of a temporary program to meet the 
needs of just a few sections, those most 
affected by the defense program. 

The idea of federal aid for education 
is not new. But the plan now is to put 
this on a long-term basis. 
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BIG Tractor Performance 


in a small package 


Here is something new, different and better 
in a powerful, compact, towing and pushing 
tractor — 514 tons of versatile, maneuver- 
able and rugged tractor that develops up to 
8,000 Ibs. of drawbar pull on dry concrete. 
Four wheel drive, good weight distribution, 
torque converter and full reversing trans- 
mission provide high tractive effort at either 
end — in either direction, and pinpoint con- 
trol of power application. Hydraulic power- 
boosted steering assures high-speed maneu- 
vering and low operator fatigue. 


This tractor has been exhaustively tested, 


and accepted for military purposes and is 
now offered for commercial use for the han- 
dling of the largest aircraft. Also for heavy- 
duty towing jobs of all kinds at industrial 
plants, yards and docks. Write for ‘full infor- 
mation. The Frank G. Hough Co., 953 Sun- 
nyside Ave., Libertyville, Ill. 


THE FRANK G. HOUGH CO. 








model TU-80 


PAYLOADER 


8,000 POUNDS 
DRAWBAR PULL 





PAYLOADER 


LIBERTYVILLE, ILL. 


SUBSIDIARY—INTERNATIONAL HARVESTER COMPANY 


Features: 
Torque converter drive 
Hough-built, 4-speed, 
full-reversing 
transmission 

Speeds 0 to 22 mph 
forward 

Speeds 0 to 33 mph 
reverse 

Power-booster steering 
4-wheel hydraulic 
brakes 

Diesel or gasoline 
power 

67 horsepower (diesel) 
Overall dimensions: 
H-6154; L-143”; 
W-80” 


LI 
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A British Air Marshal Says: 


H-BOMB WILL BE USED 
IF BIG WAR COMES 


The controversy over whether H-bombs can 
be kept on the side lines in the next war, far 
from being settled, seems to be getting hotter 
all the time. 

Here is another authoritative voice being 
heard now, that of an outstanding British mili- 
tary expert, Air Marshal Sir John Slessor. He 


sees the use of the big bombs as an essential 
basis of defense policies of the West. 

New types of bombs and carriers, he says, 
are altering old military axioms. His views, in 
a copyrighted article in a recent#ssue of 
“Foreign Affairs,’ published by the Council on 
Foreign Relations, Inc., are given in full text. 


by Air Marshal Sir John Slessor 
Former Chief of the British Air Staff 


HERE IS AN OLD military axiom that the weapons of war 
| fret but the great principles of war remain unchanged. 
Up to a point that is still true; but it must be supplemented, 
if we are to think realistically about world strategy today, by 
recognition of a fact of enormous significance—the fact of 
the revolution in human affairs which has been brought about 
by the rise of air power and the development of the atomic 
and thermonuclear weapon. 

Hitherto the weapons of war have been used and the prin- 
ciples of war have been applied upon the battlefield. Quite 
recently—within the lifetime of our children not yet of uni- 
versity age—we have seen the battlefield begin to lose its 
significance; or perhaps it would be more accurate to say that 
we have seen whole countries become a battlefield. We have 
actually seen in the green fields of England and the industrial 
cities of Germany and Japan that “ghastly dew from the 
nations airy navies battling in the central blue” that Tenny- 
son imagined in Queen Victoria's reign. We have felt the 
impact of a new portent, the robot pilotless aircraft or guided 
missile, the V-1 and V-2 that fell upon England ten years ago. 
And now we have reached the consummation of the new 
revolution, in the atomic and the hydrogen bombs. 

This great turning point in history has been reached sur- 
prisingly quickly, as history is measured. It is only just over 
50 years since a man first hoisted himself off the ground in a 
powered machine. Like most revolutionary inventions, this 
one had a rough passage to begin with. The British Admiralty 
was offered Wright’s patents in 1907: “I regret to have to 
tell you,” wrote the First Lord, “after the careful consider- 
ation of my Board, that the Admiralty while thanking you for 
so kindly bringing the proposals to their notice, are of opinion 
that they would not be of any practical value to the Naval 
Service.” Said a well-known American general less than 40 
years ago, “I see no reason why the range of a military 
aeroplane should ever exceed three days’ march by the 
infantry.” 

This attitude of skepticism persisted, though in diminish- 
ing degree, over many years. It was nourished by the extent 
to which some early airmen went to the other extreme and 
overcalled their hands—though of that it was also to some 
extent the cause. In the closing years of World War II the 
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achievements of air power surpassed the claims of all but the 
few extreme protagonists in earlier days. 

Today, paradoxically enough, only 50 years after Wright’s 
first venture in controlled flight, the popular tendency against 
which we should be on our guard is to expect too much of 
air power—to regard it as a panacea, a short cut to world 
peace and security. But another paradox is that its terrible 
ultimate development need not lead to the destruction of 
civilization, but holds out a message of hope—the hope that, 
in President Eisenhower's words, “the miraculous inventive- 
ness of man shall not be dedicated to his death but con- 
secrated to his life.” Sir Winston Churchill has said “it is 
to the universality of potential destruction that we may look 
with hope and even with confidence.” 


O SPEAK of the ultimate development of air power is not 

to make the absurd claim that aircraft, with or without hu- 
man crews, have reached the peak of their performance. The 
modern jet-propelled bombers may perhaps be the last of 
their line; but they will be replaced by the pilotless bomber— 
the long-range controlled missile of tomorrow. No doubt bigger 
and more destructive weapons could be designed than the 
hydrogen bombs we now have. But it seems doubtful that 
they need be made. That which we have is big enough and its 
effect on the issues of war and peace decisive. We have in 
fact reached the practical ultimate instrument of mutual 
destruction. We have at last ‘arrived at the point when war 
—in the sense of total world war as we have known it in 
our generation—has abolished itself as a practical instrument 
of policy. 

There is nothing new about total war—it was not new in 
the days of Jenghiz Khan or Attila. But in our day we have 
seen science and technology reduce the world to the size of a 
Hellenic city state. And where in the dawn of history the 
innocent victims of total war were numbered in hundreds, in 
the late war they were numbered in millions. Another time 
they might be numbered in hundreds of millions—and every- 
body knows it, the men in the Kremlin as well as anybody else. 

This is on the assumption—which must surely be accepted 
—that the weapon of mass destruction would certainly be 
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used in any great war between major Powers. That assump- 
tion will scarcely be questioned in the United States—indeed 
it forms the basis of its military policy. The British Govern- 
ment in its “Statement of Defence” of last February says that 
“it must be assumed that atomic weapons would be employed 
by both sides” in another global war. The Leader of the 
Opposition, Mr. Attlee, said in a broadcast this June, “The 
fact is that once there is war, absolute war, in the modern 
age, and if the existence of a nation is at stake, any weapon 
will be used in the last resort.” 

It is hardly necessary to say that this issue is far from 
simple or straightforward, particularly for Great Britain in 
her exposed position, with her teeming cities and the great 
ports through which her life blood is pumped. If ever we 
came to the brink of total war, the statesmen of the free 
world would be faced with an appalling decision. Mr. Attlee’s 
words quoted above pose the problem and may well provide 
the answer. When is the last resort? It is beyond doubt that 
ultimately the bomb would be used—no nation would admit 
defeat with this terrible weapon of retaliation lying unused 
in its armory. Are we to wait to use it as a rat’s dying bite? 
Are we to hold back and watch our enemy overrun Europe 
and set up his V-weapon sites again on the Channel coast, 
and do nothing to stop him except with weapons of his own 
choosing, against the massed tanks and guns and the hardy, 
expendable millions of militant Communism? We cannot rely 
on him solving our problem for us by using the bomb first: 
it would suit him admirably to fight a war with the weapons 
in which he would have a decisive advantage—what General 
Gruenther has called a “war of flesh.” 

Surely the fact is that the existence of the nation, and in- 
deed of the free world, would be at stake from the moment 
the men of the Kremlin decided to risk everything on the 
despers te gamble of total war. They will not do so if we con- 
tinue to make it unmistakably clear that any major aggression 
will call down our massive retaliatory power upon their 
heads. Hitler might have launched the bomb in the final 
frenzy of the Gétterdémmerung; he would not have done so 
in 1939 had he known the result would be instant retaliation 
in kind. There have been occasions in history on which 
tyrants have sought to distract their peoples’ attention from 
internal dissensions by creating an external emergency; that 
stratagem may have had its advantages in the past; it is hard 
ly likely to prove attractive—even if it proved practicable— 
in an atomic age. The gangster does not shoot to kill if he 
knows the inevitable result is a policeman’s bullet in his 
brain—except in the last resort when he also knows that the 
alternative is the electric chair. 

For us there might be some reason, which no one can define 
with precision in advance, for allowing the situation to develop 
before striking the blow. A reason against doing so would be 
that it would rob us of the last-minute chance—and a real 
chance—of bringing the enemy to his senses and preventing 
war at the last moment; a definite and unmistakable warning 
that we should answer aggression with the bomb might well 
have that effect. But we need never reach that point—shall nev- 
er do so if we do not waver in our purpose. Here is a case sure- 
ly where “Fear and be slain” is the only motto for free men. 

Russia could not survive the onslaught of Anglo-American 
air power with the atomic and the hydrogen bombs, and the 
hardheaded materialists in Moscow know it. We might not 
survive it either; but that would be cool comfort for the 
Kremlin. We certainly should not survive a “war of flesh” in 
which we were precluded for any reason from using the one 
arm in which we can compete at least on equal, and more 
than equal, terms with them. 

It is true that Russia, with her subservient but unreliable 
satellites, might not be our only enemy in another world war. 
Russia and China would be an immensely formidable com- 
bination. China is at present less susceptible to atomic pow- 
er than is the Soviet Union; and her long-suffering people are 
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hardened by centuries of experience to catastrophic disaster 
by flood and famine. 

That situation will progressively change as China becomes 
more industrialized. In spite of her vast potential, moreover, 
China by the accidents of geography can never be a direct 
and mortal threat to the free world in the same way or to the 
same degree as Russia. She can be a grave menace to South- 
east Asia and the great Indian Peninsula, and we must be 
prepared to sustain and support the free nations of Asia 
against minor military aggression, as we had to in Korea. But 
Chinese Communism has most to gain from the tactics of 
the termite; and it is primarily in the political and economic 
field that we must combine to resist its advances. 

It is wishful thinking to see in Mao Tse-tung an Asiatic 
Tito; but neither is China indissolubly bound to the Soviet 
Union. There are many potential points of friction, and the 
time may come when China is more Russia’s problem than 
that of the free world. Whether that time will come—and, if 
so, when—will depend largely upon our own vision, states- 
manship and readiness to adapt our traditional policies to the 
new realities of Asiatic nationalism. Meanwhile it is the Com- 
munist slave drivers of Moscow who are our most deadly 
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actual adversaries in the cold war and potential enemies in a 
hot one. And until the patient peoples of the U.S.S.R. can free 
themselves from their yoke, our ultimate goat of universal 
peace and world government depends for its attainment pri- 
marily upon our ability to contain and neutralize the menace 
of Soviet Communism. 


OR THAT PURPOSE we must and can rely upon the great 
P acsmssnt of Anglo-American atomic air power; and the first 
charge upon our military resources should be the mainte- 
nance of our strategic bomber fleets at the highest pitch of 
efficiency and readiness. The Pax Atlantica must rest as surely 
upon this modern version of the Battle Fleet as did the Pax 
Britannica (and, incidentally, the validity of the Monroe Doc- 
trine) upon the Royal Navy for 100 years after Napoleon. We 
in Great Britain must assume our necessarily smaller but none- 
theless immensely valuable share in the Allied air striking force. 
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One may note with amusement that those sections of po- 
litical opinion in England which are most vocal about the 
dangers of American domination are also those which are 
readiest to suggest that we should leave the whole burden 
and responsibility of atomic air power to the United States. 

It would no doubt have been more comfortable and less 
expensive for us in the West if we could have retained the 
monopoly of the terrible secrets of nuclear and thermonu- 
clear power. But that we were never entitled to expect, and 
the possession of those secrets by our potential enemy does 
not invalidate the deterrent, though it raises many other 
problems for us. Nor does it mean that Allied air power must 
be in vastly superior strength. The size of any force depends 
on the job it may have to do in war; and that of our air 
striking force must be determined by a professional military 
appreciation of what would be required if ic became neces- 
sary to eliminate Russia’s capacity to be any longer a menace 
to her neighbors. 

What is vital is that we should not fall behind--indeed 
it should be well within our capacity to retain the lead—not 
only in the training and aptitude of our crews (about which 
we need have no anxiety) but in the technical efficiency of 
our aircraft and equipment. 


NEXT—UNMANNED BOMBER 


The prime object of our scientific endeavor in the field of 
military research and development must be to ensure that 
we can continue to put down the bomb where we want to, if 
we have to, and without an unacceptable rate of loss. And 
nothing could be more important than to make quite certain 
that if the time comes, as well it may, when the manned 
bomber even at trans-sonic speeds is effectively neutralized 
by scientific means of defense, we have ready to take its 
place the unmanned bomber against which it is impossible 
to visualize any practical defense. Nothing could be more 
fraught with peril than an interlude in which the manned 
bomber had met its match and we had nothing to replace it. 

There are critics of this policy who have found in it the 
difficulty that air forces, armed at great cost with atomic 
bombers, may find themselves excluded even from relatively 
small local wars on the Korean model. That perhaps is not 
impossible—though the great bomber can use weapons other 
than the hydrogen bomb, just as the policeman can discard 
his pistol for the truncheon; and they may be of great value 
in small wars, as their forerunners were in Korea. But in any 
event, that criticism is not a reason for having no atomic 
bombers—indeed it is the reverse. Between Trafalgar and 
Jutland the British Battle Fleet was excluded from the “Korea- 
type” wars of that age, but it kept world peace for 100 years 
nonetheless. And for generations past we have spent millions 
on heavy coast artillery guns; the fact that hardly any of them 
ever fired a shot in anger was no cause for criticism. It was 
their justification. 

Meanwhile, perhaps for a generation or more, the prospect 
before us is the “long haul’—which, with all respect to Mr. 
Dulles, was not altogether a new concept when the United 
States submitted it to the NATO Council in April 1953. 
Under that concept it will obviously be essential “to hold a 
careful balance between the demands of defense and other 
sectors of the economy”’—in the words of Her Majesty’s 
Government's “Statement on Defence 1954.” 

But we must guard against a tendency that has already re- 
vealed itself to imagine that what has been loosely described 
as the “New Look” in strategy holds out great possibilities of 
economy in defense expenditure. This so-called New Look 
is in fact merely a rationalization of tendencies, themselves 
originating in economic factors, which it had become in- 
creasingly obvious since the Lisbon meeting of NATO at 
the beginning of 1952 would have to be faced sooner than 
later. It accepts the fact that a concept based on a modernized 
version of World War I, with vast armies permanently ar- 
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rayed in Europe and with atomic air power superimposed 
upon it, is neither economically practicable nor strategically 
essential. To that extent it represents a saving, in that it 
gives us a deterrent to aggression and a real measure of se- 
curity otherwise unattainable except at astronomic cost. 

But the existence of the shield and cover of air power will 
not give us peace on the cheap. NATO remains as essen- 
tial as ever, though all its members should adjust their minds 
to the inevitable reality that the essential covering forces on 
European soil must ultimately become the responsibility of 
the Europeans—including the Germans. 

Primary reliance on the power of the counteroffensive does 
not mean we can ignore the defensive, on land, at sea or in 
the air. And we dangerously delude ourselves if we imagine 
that we can safely afford in the long haul to accept sub- 
stantial reductions in the present fighting strength of our 
“conventional” forces, particularly of the armies. Savings 
there must be and can be, particularly in those components 
of our armed strength which would only be required to 
sustain a long war—which surely is not a serious possibility 
in an atomic age. 

We should review the organization of our military estab- 
lishments with an unsentimental and ruthlessly critical eye 
to eliminate nonessentials, and should reconsider the distti- 
bution of our defense resources among the different arms to 
make sure that it accords with the new realities. But our 
concern should be more with the quite attainable aim of 
getting more real fighting value out of our existing alloca- 
tions of manpower and material, before we seek relief from 
the present burdens of defense expenditure. We are com- 
mitted to a policy of peace through strength; and if we now 
cut our real fighting strength, then we shall not have peace— 
and, in the long run, we shall certainly not have “economy.” 

We are, alas, all too unlikely during the long haul to enjoy 
real peace as we knew it before 1914. Experience at Berlin 
and Geneva should have convinced us, if proof was needed, 
that the Communist aim of world domination has undergone 
no change. If it be true that the Communists can no longer 
hope to achieve that aim by the direct assault upon the cita- 
dels of Western democracy, they will surely seek to do so by 
undermining our defenses and picking off our isolated out- 
posts. 

The existence of the great deterrent to total war means, in 
effect, not that minor aggressions are less likely than hither- 
to, but more likely. Our enemies will surely seek to overtax 
our strength by tactics in which they have the advantage of 
us, but to which it would clearly not be in our interest to 
retaliate by “turning every local war into another world war,” 
in Mr. Dulles’s words. 


MORE “KOREAS” LIKELY 


Only people like Hitler can allow their patience to become 
exhausted—and it didn’t do him much good in the long run. 
We must in fact expect to be faced with other “Koreas” 
which it will be in our interest to localize and insulate as un- 
questionably it was in the real Korea. As the Secretary of 
State has said, “Massive atomic and thermonuclear retaliation 
is not the kind of power which could most usefully be evoked 
in all circumstances . .. the free world must have the 
means for responding effectively on a selective basis when it 
chooses.” 

No one can draw a blueprint in advance to suit every possi- 
ble hypothesis, and there is a good deal to be said for keep- 
ing our enemy guessing. But he must know as well as 
anybody that we cannot hope to deal with these minor ag- 
gressions on the cheap, by air power and sea power alone. 
These other Koreas, if they occur, will require the participa- 
tion of land forces, perhaps on a substantial scale, with air 
cover and support as they had in Korea. 

It is no doubt an unpleasant thought that in these circum- 
stances our enemy has the advantage of vast masses of ex- 
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pendable manpower, and no qualms about expending it. 
But in the areas where we may have to meet these local 
aggressions that is not a decisive advantage; he can be met 
and held by well-trained professional armies with the support 
that science can give them. Moreover, we must not assume 
that American and European armies will always have to bear 
the main brunt of aggression in Asia. That must be primarily 
an affair for the free nations of Asia; and our endeavor should 
be to help them to arrive at a state of political and economic 
stavility and military efficiency, in which they can take their 
due share in a free defensive partnership. 

Nevertheless, at le:..i for some time to come, we must be 
prepared to deploy British and American forces to meet ag- 
gression against the frontiers of freedom in Asia. That is only 
one reason why such a large proportion of our best land 
forces and associated air forces should not be permanently 
contained on the European front where others could take 
their place and where, as long as the West has adequate 
strength and we retain our unity and steadfastness of pur- 
pose, aggression is least likely. We must regain freedom of 
action for our strategic reserves which should be centrally 
located, endowed with the highest degree of air mobility, 
and with subsidiary base facilities and training areas where 
they may be needed. 


Iv 


HE HYDROGEN BOMB will have no share in these localized 
Dicen any more than a battle-cruiser squadron had in a 
scuffle with Yangtse pirates in the 1900's. But this is not to 
say that the Bomber Force will have no part to play. The 
atomic weapon may well be used to do what thousands of 
high-explosive bombs were formerly required to do; and the 
striking force need not necessarily again be restricted by an- 
other Yalu. Both will depend upon whether they are to our 
tactical and strategic advantage rather than to that of the 
enemy. 

It has been suggested that all air action at any distance be- 
hind ay enemy’s front line may be ruled out by fear of 
precipitating massive retaliatory action by the hydrogen 
bomb. That is perhaps not inconceivable; and, if it means 
that war of any sort may not be carried by either side far into 
a neighbor’s country, may not be without its advantages; it 
would certainly make aggression unprofitable. Actually, how- 
ever, the suggestion appears somewhat farfetched. It might 
have some force on the European front, but there it is diffi- 
cult to imagine anything between a relatively trivial frontier 
incident and the outbreak of total war. Elsewhere it seems 
hardly likely to be applicable. 

Let us imagine—purely for the sake of illustration—that we 
have to meet a local aggression against northern Persia. Is it 
the idea that a bomber formation making for, say, a marshal- 
ling yard at Grozny or an airfield at Astrakhan would be 
assumed to be carrying a hydrogen bomb to Moscow, with 
the result that Soviet hydrogen bombs would instantly be 
dispatched to London and Washington? It surely requires 
somewhat of an effort of will to believe anything of the kind. 
It is worth considering whether in this connection a useful 
precedent might not be found in the system known as Air 
Control as practised by the R.A.F. against primitive tribal 
enemies between the wars; it was common practice to notify 
a clearly-defined geographical area as a “prescribed area” 
within which any hostile activity was liable to air attack 
without further warning—it being understood that targets 
outside the prescribed area would not be attacked without 
further specific notice. 

The idea that superior air power can in some way be a 
substitute for hard slogging and professional skill on the 
ground in this sort of war is beguiling but illusory. Air sup- 
port can be of immense value to an army; it may sometimes 
be its salvation; Korea was not needed to prove that. But we 
must have a care not to misread the lessons of Korea, or of 
the closing years of World War II. 
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The truth that we should take to heart is that armies can 
fight—and not only defensively—in the face of almost total 
air superiority. We should have learned that from the Ger- 
mans—in Italy, in France and on the soil of Germany itself 
from 1948 to the end. The Chinese proved it again in Korea; 
and the fact that the Viet Minh had no aircraft did not pre- 
vent the fall of Dien Bien Phu. We should take advantage of 
every aid that science and technology can give us, and they 
are great, especially in defense. Unlike at sea and in the air, 
modern scientific developments have favored the defense on 
land rather than the attack. But in these minor though gruel- 
ling wars nothing can be a substitute for tough, self-reliant in- 
fantry and, above all, for the highest degree of battle disci- 
pline under war-seasoned officers of high quality. 

Oddly enough, the truth is that these small wars call for 
even higher qualities of leadership than when whole popula- 
ations are ranged against each other in arms. Unfortunately 
in such wars a Western army is at a disadvantage as com- 
pared to the troops of a totalitarian state—particularly if they 
are Asians—because we think that maintenance of a relatively 
high standard of living is indispensable even in war. Our 
enemies can live and fight on a basis of extreme austerity, 
and are prepared to live largely on the country, regardless of 
the welfare of the inhabitants whom they will not hesitate to 
use as beasts of burden on their line of supply. They are 
therefore far less dependent than we upon all the para- 
phernalia of logistic support, on dumps and depots, rest 
camps and hospitals and great truck convoys on the roads 
leading to the front—and are consequently less vulnerable 
than we to air action against their lines of communications 
and back areas. 

It was fortunate in Korea that we did not have to maintain 
our forces in the field in the face of enemy air interdiction. 
We could do it, and we may have to do it; and our training 
and organization must be such that if necessary we can fight 
as stubbornly with our supply lines constantly subject to at- 
tack as did our enemies in Korea. 


“IN WORLD WAR IIl NOW” 


All this is cold comfort for anyone who hopes that air power 
will provide some cheap short cut to victory. We are in 
World War III now, and war is an expensive business. We 
cannot carry our reliance upon the counteroffensive to the 
possibly logical but actually ludicrous extreme of ignoring the 
defensive at home or at sea. 

The first requirement for a successful offensive is a secure 
base, and we cannot leave ourselves wide open. At the same 
time, we should only cripple ourselves if we aimed at any- 
thing like complete over-all protection. 

If we try to be strong everywhere, we shall be strong 
enough nowhere. A reasonable measure of protection (in- 
cluding civil defense) against air attack at home, and a sensi- 
ble insurance against the mine, the submarine and the raider 
at sea are all part of the deterrent and must be provided. 
The object is to strike the happy mean between too little and 
too much, And the one certainty is that it will be expensive— 
but not so expensive as defeat in the war of the long haul. 

We must face the future with acceptance and resolution, 
and with steady nerves. There is no need for despondency. 
Our combined organization and equipment for security are 
incomparably superior to anything we have known before. 
If there had been anything like it 20 years ago, there would 
have been no World War II. 

The one essential, lacking which we are all of us ultimately 
doomed, is to preserve the unity of the free world, and, above 
all, of the United States and the British Commonwealth. 
That unity is as vital, in the long run, to the United States 
as to its partners. 


[Reprinted by permission. Copyright, 1954, Council on 
Foreign Relations, Inc.] 
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STOCKS 


Selected as Most Promising 
For Profit in 1955 


VERY Year-end UNITED Service presents to its clients a 
carefully-selected group of well diversified stocks which 
have unusual promise for outstanding performance. Our selec- 
tions for 1955 have been made by the same experienced staff, 
using the same dependable UNITED Opinion method which 
has proved its value over the past 34 years. Included are: 


10 Attractive for Appreciation 


These are |p apeer market leaders— selected from hundreds of 
issues analyzed by our Staff as most promising for appreciation in 1955. 
Included are bargains in “corner-turning” industries, and some interest- 
ing special situations for capital gain. 


10 Stocks for Growth and Liberal Income 


This selection includes five ably-managed, vigorous companies with 
new products and processes, with broad fields for further expansion. 











[ News - Lines 


What you as a businessman 
CAN and CANNOT do 
as a result of federal court 
and administrative decisions: 





“BUY AMERICAN” ACT. You can 

look for the Government to make 
more purchases under the “Buy Ameri- 
can” Act of 1933 in areas having “sub- 
stantial” unemployment. The President 
signs an executive order authorizing 
Government agencies to give preferences 
to such areas. The “Buy American” law 
gives preference in Government contracts 
to domestic suppliers unless their prices 
are unreasonable. 








Also five good quality stocks with long earnings and dividend records, 
yielding up to 6%. * # # 


PROFIT-SHARING PLAN. You can, 

under a recent court decision, take 
an income tax deduction for a contribu- 
tion to an employes’ tax-exempt profit- 
sharing trust in excess of the trust-agree- 
ment terms. In overruling the Tax Court 
and the Commissioner of Internal Reve- 
nue, a court of appeals upholds this 
type of deduction. 


5 Stocks for Atomic Expansion 
These five stocks of financially sound companies offer an investment 
in Uranium and Atomic Energy without undue risk. All have attractive 
capital gain possibilities. 
Be sure to read this 25-Stock Report 
before making your plans for 1955 


Yours with Months Trial § 
This Special Report, with 25 stocks for 1955, and the 


next 4 weekly UNITED Reports, sent by air mail for only 
This introductory offer open only to new readers. 
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* * * 


TAFT-HARTLEY ACT. You can 

perhaps refuse to reinstate workers 
who, during a strike, band together in 
hurling “profane, obscene and insulting” 
remarks at other employes who try to 
continue to work. The National Labor 
Relations Board held that an employer 
was not required to take back such 
workers. 





counselling investors. | 

They are used by more | SOE. cc cccrecvevecvscescvecvocecoce 
investors than any | 
other advisory service. 


eeereeeeee 


ACT NOW! wait | UNITED BUSINESS SERVICE 


coupon with only$1.| 219 NEWBURY STREET BOSTON 16, MASS. 


* * * 


FOREIGN TRADE. You can soon 
expect fewer restrictions on trade 
between the U.S. and the Philippines. 




















© Send your 
check pay or 
write for free 









details at once. The 1946 trade agreement between the 
$4°300,000.00. two countries is revised, subject to Sen- 


— ate ratification. 
BUILDING & LOAN=% In 


Z SILVER STA ASSOCIATION -9 
: : good 


— 
Dept. US Las Vegas, Nevada 
company 





* * * 


DEFENSE PLANNING. You can get 
from field offices of the Commerce 
Department copies of a booklet advising 
companies how to plan to continue op- 
erations in case of bombing, sabotage or 
natural disaster. The booklet, “A Job for 
Management,” is issued by the Business 
and Defense Services Administration. 














Look over the advertise- 
ments inthisissue. You'll 
notice how many differ- 
ent kinds of business and 
products find it advan- 
tageous to advertise in 
“U.S. News & World Re- 
port.” Ask your advertis- 
ing agency for their facts 
on how the “magazine of 


PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 156 


The Board of Directors on December 
15, 1954, declared a cash dividend for 
the fourth quarter of the year of 55 
cents per share upon the Company's 
common capital stock. This dividend 
will be paid by check on January 15, 


1955, to common stockholders of rec- essential news” fits into 
ord at the close of business on Decem- 


ber 27, 1954. The Transfer Books will your own advertising pro- 
not be closed. gram. 
K. C. Curistensen, Treasurer 


” * * 


EXPORTS. You can collect cash pay- 

ments from the Government on the 
shipment of raisins to certain countries. 
A subsidy of 1.5 cents a pound is offered 
by the Department of Agriculture to en- 
courage export of this product. 


San Francisco, California 
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TAX TREATY. You can now avoid 

paying a double tax on the same in- 
come to the U.S. and West German gov- 
ernments. A tax treaty aimed at elimi- 
nating such double taxation comes into 
force with the exchange of documents of 
ratification by the United States and the 
Federal Republic of West Germany. It 
applies to 1954 and later years. 


% % % 


DEPRECIATION. You can, in figur- 

ing the depreciation basis of your 
former home that you converted into 
rental property, use the market value of 
the property at the time of the conver- 
sion. A federal district court rules that 
the taxpayer should not use the original 
cost of the house. 


% % % 


COLLECTIVE BARGAINING. You 
cannot, during collective bargaining, 
refuse to provide the negotiating union 
with information showing the hourly pay 
of each worker. In enforcing this order 
of the Labor Board, a court of appeals 
says it is not enough for the employer 
to give the names of all employes and 
existing wage ranges to the union. 


* % *% 


JOB RIGHTS. You cannot refuse to 

rehire a former employe just because 
you continued to pay him commissions 
in accordance with a promise made after 
he left your employment to enter mili- 
tary service. A court of appeals rules 
that such a person—in this case a travel- 
ing salesman—is entitled to re-employ- 
ment. The company claimed that the 
salesman had never left its service, since 
he continued to make some sales while 
in uniform. 


* % 


SELENIUM. You cannot hope for 

any early easing of the shortage of 
selenium. Government officials indicate 
that this material probably will continue 
to be scarce for several years. Copper 
refining provides selenium as a_by- 
product. 


* % * 


INCOME TAX. You cannot expect 

to be allowed an income tax deduc- 
tion for tuition that you pay for your 
child to a church-sponsored school. The 
Internal Revenue Service rules that tax- 
payers may not claim such payments as 
charitable contributions for income tax 
purposes, 





Conclusions expressed in these paragraphs 
are based upon decisions and rulings of 
courts and Government bureaus. In making 
their decisions, courts and bureaus consider 
many facts which, for reasons of space, can- 
not be set forth in detail. U. S. News & 
Wortp Report, ‘on written request, will 
refer interested readers to sources of this 

asic material. 
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WHEN YOUR COMPANY HAS PERSONNEL TO MOVE 


Mayflower Does The Entire Job, 
Gets Them Settled Right Away 








The day that a Mayflower Move is completed, they can relax 
in the comfort of their new home! The Mayflower Men will do 
the entire job... unpacking .. . laying rugs . . . assembling 
lamps and beds .. . arranging the furniture . . . all to the com- 
plete satisfaction of the people you have transferred. In addi- 
tion, Mayflower Service is so complete, at origin as well as 
destination, that your employee can leave for his new assign- 
ment even before the move, if you wish. Yes, it will pay both 
you and your employee to rely upon Mayflower . . . a Long- 
Distance Moving Service that handles more moves over longer 
distances than any other mover. It’s America’s Finest! 

Mayflower’s organization of selected warehouse agents provides on-the-spot 


representation at the most points in the United States and Canada. Your local 
Mayflower agent is listed in the classified section of your telephone directory. 


AERO MAYFLOWER TRANSIT CO., INC. - INDIANAPOLIS 


AERO 


ayflower4, 


TAME TOA 


NATION-WIDE FURNITURE MOVERS 
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Labor Week 





People who work for wages 
can expect 1955 to be a banner 
year. They will have more to 
spend and employment will hit 
a new high. 

Another round of wage in- 
creases is in sight for most work- 
ers. Living costs will stay about 
where they are. Government will 
take a slightly bigger Social 
Security bite, but tax rates will 
stay about the same. This article 
covers the next 12 months. 


Most workers, as things look now, 
will be better off next year than ever 
before. This is the prospect: 

@ Wages, over all, will take another 
turn upward. It is estimated that the 
average factory worker will earn $2.66 
more a week than he earned in 1954. 

e Buying power will be higher, too. 
This is the real test of how well off a 
worker is. There ‘is no appreciable rise 
in sight for the cost of living, and fed- 
eral tax rates are expected to remain 
about the same. Workers’ raises, as a 
result, will be available for more spend- 
ing and saving. 

@ Jobs will be plentiful. More than 
62 million persons will be at work, the 
highest average for any year in history. 

© Layoffs will be fewer. Many work- 
ers, now laid off, will be called back to 
their jobs. Unemployment, as a result, 
is likely to drop under 3 million, from 
a 1954 average of 3.2 million. 

The outlook is for more workers hold- 
ing jobs at better pay. 

There will be exceptions, as there 
have been in other prosperous years. 
Not all depressed industries will sud- 
denly resume full production. Pockets 
of unemployment will continue. But 
the average man and woman working 
for a living can look forward to more 
purchasing power than he or she has 
known in past years. 

This forecast is arrived at by the 
Economic Unit of U.S. News & World 
Report after an analysis of wage trends 
of recent years and an appraisal of 
the business outlook for the next 12 
months. 

Factory workers. It is estimated that 
factory workers will average $74.28 
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MORE JOBS AT HIGHER PAY 


Average Worker Has Best Year Coming Up 


a week in 1955, as against $71.62 -in 
1954. A longer work week will account 
for part of this increase and the rest 
will come from wage increases. 

This boost of $2.66 a week in earnings 
will be cut somewhat by taxes. The 
payroll deduction for federal income tax 
will be larger, due to the worker's 
higher earnings. Also, his deduction 
for Social Security tax will be slightly 
larger, since Congress arranged to tax 
the first $4,200 of income in 1955, 
where the tax for Social Security for- 
merly stopped at $3,600. 

As a result, the average worker’s 
purchasing power in 1955 will be $1.67 
a week higher than in 1954. This 
assumes that living costs remain at 
about the current level. 

If federal taxes are deducted and 
adjustments are made for changes in the 
cost of living since 1950, the average 
worker in 1955 will have estimated 
“real” take-home pay of $61.37 a week. 
This compares with $59.70 in 1954 and 
$57.19 in 1950. Thus, the worker is to 
be $4.18 a week better off in buying 
power than he was in 1950, the year 
the Korean war started. 

The table on page 67 gives similar 
comparisons in buying power for various 
groups of workers, showing how “real” 
income has risen for most of them since 
outbreak of the Korean war. Tax figures 
used in computing the take-home pay 





REFINERY WORKER 
... the highest purchasing power 





are based on income taxes paid by a 
worker with two children. 

Losses for farmers. Two groups are 
likely to be worse off in 1955 than they 
were in 1950. Farm owners in 1955 
will find that their purchasing power is 
$4.86 a week below the 1950 level, it is 
estimated. Their buying power will be 
$37.24 a week, against $42.10 in 1950. 
The farmer's “real” income has _ been 
slipping steadily in recent years. 

Textile workers also will be getting 
less than in 1950. Their “real” take-home 
is estimated at $46.62 for 1955, against 
$48.22 in 1950. However, textile workers 
in 1955 are due to have a better buying 
power than in 1954, due largely to a 
longer work week. 

Oil workers, on the other hand, are 
expected to have $3.62 more to spend 
each week in 1955 than they had in 
1954, and $8.19 more than in 1950. 
Their pay, before taxes, is placed at 
$101.50 a week. When taxes are deduct- 
ed and an allowance is made for living- 
cost changes since 1950, the oil workers’ 
buying power will amount to $81.26 in 
1955. This compares with $73.07 a week 
in 1950. 

Employes of brokerage houses and 
stock exchanges are close behind the oil 
workers in weekly take-home pay, among 
the groups listed. However, they will 
not show as much in gains. This white- 
collar group will be $1.02 ahead of 
1954’s level in buying power and 61 
cents above 1950. Their buying power 
had dropped slightly below the 1950 
level during the last year. 

Pattern for wages. Auto workers and 
steelworkers, who will be competing at 
midyear to set a wage pattern for other 
industries, are expected to end up with 
earnings that are not far apart. The auto 
pay check will rise to an estimated $90 
a week, before taxes, while a steelworker 
will get $88. 

When translated into “real” income, 
after taxes, the take-home pay for the 
auto worker will be $72.84, it is esti- 
mated—a gain of $1.30 over 1954 and 
a gain of $3.83 a week since 1950. 

A steelworker is expected to have 
$71.32 a week in spendable income, 
or a gain of $3.18 over 1954 and $7.14 
a week more than he had in 1950. 

Coal miners in the bituminous in- 
dustry are due for better pay checks 
in 1955, on the expectation that a 
pickup in business conditions general- 
ly will aid the coal industry, give 
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miners more work. Thus, the average 
soft-coal miner is expected to have 
$69.26 a week in buying power, a gain 
of $2.42 over 1954 and $2.82 above 
1950. 

Railroad workers in 1955 will be 
$2.14 a week better off, in buying 
power, than they were in 1954, They 
will be $6.25 a week above 1950 levels. 

Schoolteachers are due to have $2.97 
more per week in purchasing power in 
1955 than they had in 1954, according 
to these estimates. This will be $7.62 
a week more than they had in 1950. 

Government raise? Federal employes 
probably will get a pay raise in months 
just ahead, giving them $2.73 more 
a week to spend, after tax adjustments. 
The federal workers were denied a 
pay raise during 1954, with the result 
that their buying power in 1954 was 
only slightly above the level of 1950. 

Employes in retail trade are due to 
be $1.19 better off in 1955 than in 
1954, and $3.29 a week above the level 
of 1950, according to the estimates. 

Rubber workers and employes of 
farm-implement plants show up with 
parallel gains in buying power, in the 
estimates. The rubber worker is expected 
to have $1.20 more each week to spend, 
during the next 12 months, than he had 
in 1954. He will be $4.06 ahead of 
1950’s buying power. The farm-imple- 
ment employe is to have $1.14 more 
than in 1954 and $3.89 more than he 
had in 1950. 

A worker in a _ machinery-making 
plant, it is estimated, will see little 
improvement in buying power in the 
year ahead, but will be $3.90 above 
his weekly buying power of 1950. 
This group excludes electrical-machin- 
ery employes. 





New Minimum 
For Coal Miners? 


At a time when unions are demand- 
ing that Congress raise the 75-cent mini- 
mum wage to $1.25 an hour, soft-coal 
miners are asking the Government for 
what amounts to a guaranteed minimum 
of $2.28 an hour. 

This request, made by John L. Lewis’s 
United Mine Workers, is being consid- 
ered by the Secretary of Labor. The 
Secretary is authorized, under the Walsh- 
Healey Act, to fix special minimum-wage 
levels that must be paid by employers 
selling sizable amounts of materials or 
manufactured goods to the Government. 
It is the Secretary's job to determine the 
prevailing minimum wage” in the in- 
dustry and see that employers with Gov- 
ernment contracts pay that minimum. 
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Employers complain that it is impos- 
sible to separate Government work from 
work being done for other purchasers 
and, as a result, the minimum paid on 
Government contracts tends to become 
the minimum for all employes. The ef- 
fect, they contend, is that the Secretary 
of Labor fixes a floor under wages 
generally. 

Mr. Lewis and two coal operators 
have asked the Secretary to use this 
power in the case of the soft-coal in- 
dustry. They want the Secretary, James 
P. Mitchell, to order a minimum wage of 
$18.25 a day, or $2.28 an hour. This 
is the basic wage now being paid under 
Mr. Lewis’s contracts with coal oper- 
ators. This rate is paid for an eight-hour 
day that includes travel time in the mine 
and a half-hour lunch period with pay. 

If the Secretary fixes a Walsh-Healey 
rate for coal it will be the first time that 
the law has been used in that industry 
in the 18 years the law has been on the 
books. The objective apparently is to 
stop the purchase of coal from non- 
union mines that reportedly pay less 
than the Lewis scale. There have been 


The Climb In ‘‘Real’’ Income 
(Average weekly pay, after federal taxes, with adjustments for 
increases in living costs since 1950, first year of Korean war.) 

Buying Power Buying Power Estimated 1955 
In 1950 In 1954 Buying Power 
(per week) (per week) (per week) 

Average factory worker $57.19 $59.70 $61.37 
Oil worker $73.07 $77.64 $81.26 
Brokerage-house 

employe $75.99 $75.58 $76.60 
Auto worker $69.01 $71.54 $72.84 
Steelworker $64.18 $68.14 $71.32 
Soft-coal miner $66.44 $66.84 $69.26 
Machinery-manufac- 

turing employe $63.92 $67.15 $67.82 
Meat-packing worker $58.53 $65.67 $67.82 
Farm-implement worker $61.61 $64.36 $65.50 
Rubber worker $61.44 $64.30 $65.50 
Railroad worker $58.16 $62.27 $64.41 
Schoolteacher $56.63 $61.28 $64.25 
Federal employe $60.74 $60.87 $63.60 
Electrical worker $57.80 $60.03 $61.05 
Telephone employe $53.03 $57.03 $59.65 
Bank, trust-company 

employe $45.74 $49.28 $50.91 
Retail clerk $46.92 $49.02 $50.21 
Textile worker $48.22 $45.59 $46.62 
Clothing worker $43.02 $41.91 $43.03 
Farm owner $42.10 $39.52 $37.24 
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charges that the Tennessee Valley Au- 
thority is buying nonunion coal. 

Bulbs and envelopes. Two other 
industries also may get the Walsh- 
Healey rates. Proceedings are under 
way in the electric-buib and _paper- 
envelope industries. The AFL wants a 
rate of $1.08 an hour in the envelope 
plants. Employers suggested no figure. 
A survey of rates in the lamp industry 
has been ordered by Secretary Mitchell. 

Up to now, 20 industries have been 
given Walsh-Healey minimum rates that 
are above the 75-cent level applying 
to industry generally. In 10 cases, the 
rates are above $1 an hour on Govern- 
ment contracts. Highest rate is $1.40 an 
hour, for firms selling lampblack and 
similar products to the Government. 
Others include a rate of $1.23 for steel 
mills in some areas, and $1.20 an hour 
to firms making explosives. 

Unions plan to ask Congress to boost 
the “standard” minimum rate to $1.25 
an hour in the next few months. The 
Administration is expected to ask for 
an increase above the present 75-cent 
level, but not as high as $1.25. 
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EXPOSING FASCISTS 
AND “HATE” GROUPS IN U.S. 


Full Text of Report by House Committee 





LEE ETM EEE RES. OE ita oe 2S 


With the threat of Communism focusing at- 
tention on the extreme-left-wing groups, what 
has happened to groups of the extreme right? 

Are they still functioning? Do they consti- 
tute a real threat at this time? Are they stag- 
ing a comeback in the U.S., under the guise 
of anti-Communism? Here is a report by 





trained investigators who sought the answers 
for Congress. 

You get their complete findings, which grew 
out of prolonged on-the-ground staff studies, 
as released by the House Un-American Activi- 
ties Committee and fully approved by that 
body. 








Following is the full text of the “Preliminary Report on 
Neo-Fascist and Hate Groups,” as released by the House 
Committee on Un-American Activities, Dec. 17, 1954: 


FOREWORD 


Communism’s present threat to the very survival of the 
United States and the rest of the free world has placed heavy 
burdens on the defenders of human freedom and dignity. 
The Committee on Un-American Activities is concerned to 
observe that this burden is being aggravated by certain in- 
dividuals and organizations unscrupulously exploiting the 
menace of Communism to promote other activities equally 
subversive and equally un-American. Such activities would 
destroy the very foundation work of the American republic, 
if permitted to operate unnoticed or unchallenged. 

Committee investigations disclose that this organized ac- 
tivity falls into two patterns: 

(1) The neo-fascist* organization which openly espouses 
a fascist regime for the United States; and 

(2) The organized hate group, which masquerades as a 
defender of our republican form of government yet conducts 
hate campaigns against racial and religious minorities in the 
infamous tradition of the fascist dictatorships. 

Under Public Law 601 (79th Cong.), the Committee is 
instructed to investigate and report on “the extent, character, 
and objects of un-American propaganda activities in the 
United States,” and specifically the diffusion of “subversive 
and un-American propaganda” which “attacks the principle 
of the form of government as guaranteed by our Constitution.” 

Advocates of both fascism and Communism are therefore 
of grave concern to the Committee. 

Both totalitarian doctrines are basically incompatible with 


*The Committee uses the word “fascism” to describe the phi- 
losophy and movement as a whole, and not in the narrower sense 
which refers to the actual operation of fascist regimes such as 
Nazi Germany or Fascist Italy. The adjective “fascist” can be ap- 

lied to any organization or individual espousing the fascist phi- 
osophy. However, the Committee will also use the term “neo-fascist” 
as a convenient method of designating organizations and individ- 
uals whose espousal of fascism is recent in nature—i.e., occurring 
after the military defeat of the Axis aggressors in World War II. 
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the principles of our republic. Both seek to destroy our con- 
stitutional Government and supplant it with a godless dic- 
tatorship in which the individual is deprived of his rights 
and liberties to become an abject slave of the state. Both 
derive strength by dividing their opposition—Communism 
choosing to set class against class, while fascism incites racial 
and religious discord. 

Despite the similarities between Communism and fascism— 
so dramatically demonstrated to the world during the infa- 
mous Hitler-Stalin pact of 1939-41—their propaganda to the 
effect that each is the foremost opponent of the other is 
undoubtedly a major contributor to whatever support each 
has been able to muster in our population. 

The Special Committee on Un-Amer?:an Activities 
warned in 1940 that the danger to American democracy lay 
not so much in a possible frontal attack by Fascists and 
Communists in our midst, as in— 


the much greater chance that each extreme totalitarian 
group seeking by deception to advance its own cause and 
pad its ranks will succeed in convincing a really substantial 
number of people that their only defense against violence 
from the opposite extreme is to accept the violence of the 
one they find least objectionable. 


This Committee is agreed that subversion cannot be com- 
bated by subversion. Those who would support the extreme 
right today do as great a violence to our national institutions 
as do those on the extreme left. Furthermore, the appear- 
ance of neo-fascist organizations and methods in the postwar 
period serve only to impede the intelligent, united effort 
necessary in the current life-and-death struggle with Com- 
munism. 

The Committee does not claim to have made an exhaustive 
investigation into all demagogic groups in the United States 
now exploiting religious and racial hatred. The Committee's 
preliminary studies show, however, that such groups employ 
the Hitlerian technique of the “big lie” in their platforms 
and literature. Their vicious falsehoods are often clothed in 
seeming discussions of grave issues such as the Communist 
menace. 

The hate group appeals to the unwary by a cynical use of 
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concepts having a deep emotional appeal to the majority of 
decent citizens—love of God, country, home; or antipathy 
to Communism. Amid protestations of patriotism and religious 
devotion, these groups propagate hoaxes and smears aimed 
at setting creed against creed and race against race. They 
use the divisive tactics of the Communists whom they alleg- 
‘edly deplore. Depending upon the type of audience to be 
reached, this propaganda is couched in language ranging 
from violent vituperation to subtle innuendoes. 

The Committee believes that, in its preliminary report, 
the Congress and the American public may best be alerted 
to this demagogic menace by the selection of two specific 
groups. One is an avowed neo-fascist organization, and the 
other is an allegedly patriotic organization which can best be 
characterized as a hate group. They represent the major 
methods of approach used today and by the exploiters of 
racial and religious bigotry. 


FASCIST PROBLEM IN THE PAST 

The greatest activity by un-American propagandists of the 
extreme right occurred in the United States in the late 1930s 
under the inspiration and often with the direct aid of 
fascist and Nazi regimes abroad. 

The first investigation conducted by the Special Commit- 
tee on Un-American Activities after its creation in 1938 dealt 
with the German-American Bund. The special Committee 
reported that the Bund, which claimed 25,000 members in 
this country, including 5,000 storm troops, operated in fact 
as an agent of a foreign power. Special Committee investi- 
gations also revealed the existence of hundreds of other fas- 
cist organizations ranging from groups openly advocating to- 
talitarianism of the Hitler, Mussolini, or Imperialist Japanese 
variety, to groups posing as patriotic Americans but invariably 
marked by antiracial and pro-Nazi characteristics. 


All of these organizations exploited racial and religious 
hatreds to enlist members and gain financial support. They 
frequently co-operated with each other in exchanging 
speakers and literature. Efforts at closer co-ordination failed, 
however, due to rivalries between the groups’ petty “fueh- 
rers” and jealously over sources of income. It was discovered 
that many of the organizations were led by “racketeers” who 
operated primarily for the purpose of reaping financial profit 
from racial and religious “hate” propaganda. The special 
Committee condemned such hate propaganda as “un-Ameri- 
can per se,” and as being particularly vicious in a period 
when it was a favorite weapon of the Axis powers. 

Unrelenting investigation and exposure, followed by legal 
prosecution prior to and during World War II, defeated 
the effort to organize fascism in the United States. The mili- 
tary defeat of the Axis wiped out any remaining hopes of 
the fascists. Even the hate-peddling racketeers were largely 
silenced in the face of an aroused public opinion. 


Neo-Fascism in the U.S. 
NATIONAL RENAISSANCE PARTY 


The reappearance of the avowedly fascist organization on 
the American scene was marked by the formation in January, 
1949, of the National Renaissance Party, headed by a young 
fanatic, James H. Madole, of Beacon, N. Y. 

The party’s official organ, the four-page monthly National 
Renaissance Bulletin, is frankly billed as “the only Fascist 
publication in America.” 

“What Hitler accomplished in 


Europe, the National 


Renaissance Party shall yet accomplish in America,” is 
Madole’s fatuous boast in the issue of his Bulletin dated 
May, 1953. 
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National Renaissance Party activities center on the dissem- 
ination of fascist propaganda through the Bulletin, other 
printed literature, and through street-corner oratory. The 
Bulletin has been published in Beacon, N. Y., where Madole’s 
home at 224 East Main Street has served as national head- 
quarters of the organization until the spring of 1954. At that 
time, Madole took up residence at 10 West 90th Street, New 
York City, and announced the new national headquarters 
address as Box 238, 208 East 86th Street, New York City. 
Street meetings have long been held at the corner of 88th 
Street and York Avenue in the Yorkville section of Manhat- 
tan. There, in seasonable weather, Madole may be seen 
haranguing some two dozen followers with a mixture of praises 
for Hitler and Mussolini and vituperation against minority 
groups. Hecklers at times swell the audience to almost 100 
persons, and the meeting occasionally ends in a_ stone- 
throwing bout. 

A serio-comic yet repugnant feature of this neo-fascist 
organization is its attempt to maintain a uniformed “elite 
guard” in the Nazi style. Madole is at times accompanied by 
a handful of young fanatics wearing dark caps and trousers 
and brassards on which a lightning bolt replaces the swastika. 
The elite guard takes an oath of unconditional obedience to 
the NRP leaders, whom it allegedly serves as honor guard as 
well as protector. The guard admittedly held secret meetings 
in New York City on Thursday evenings during 1953 under 
the joint command of Matt Koehl, Jr., and Hans Schmidt. 


NATURE OF PROPAGANDA 

The program and propaganda of the National Renaissance 
Party is virtually borrowed wholesale from the fascist and 
Nazi dictators. 

Its nine-point program advocates abolition of parliamentary 
government in the United States in favor of government by a 
“trained elite”; establishment of a fascist corporate economy; 
encouragement of “racial” pride; preservation of the “white 
Aryan” race by gradual deportation of the “Porto (sic) Ricans, 
Negroes, Jews and Asiatics;” and the denial to Jewish people 
of citizenship, professional and political posts, and the right 
of “intermarriage.” 

NRP propaganda contains extensive rehashes of Hitler’s 
speeches. Typical are National Renaissance Bulletin articles, 
“Adolf Hitler Explains Nazi Anti-Semitism,” appearing in the 
February, 1953, issue, and “Adolf Hitler, the George Wash- 
ington of Europe,” which appeared in the issue of May, 1953. 

NRP’s own leaders imitate the Hitler line. Eustace Mullins, 
who has joined Madole in his street-corner propagandizing, is 
the contributor of an article entitled “Adolf Hitler: An Appre- 
ciation,” in the Bulletin of October, 1952. John M. Lundoff, 
Brooklyn chairman of the NRP, extolled the features of the 
fascist corporate state in the April, 1952, Bulletin and asked 
the youth of America to choose between “parliamentary de- 
mocracy with its empty promises and discord or the clear, 
brave, and youthful fascist principles outlined here.” Chief 
source of propaganda for the NRP, however, is Frederick 
Charles F. Weiss, of Middletown, N. Y., who is portrayed as 
a graduate of the University of Heidelberg and the Sorbonne. 
His prolific writings in the Bulletin and in separate leaflets are 
mainly racist diatribes. 

The NRP has also circulated literature received from Einar 
Aberg, of Norrviken, Sweden. For example, an anti-Semitic 
pamphlet by Aberg entitled “The War Criminals” was dis- 
tributed in this country under the NRP’s stamp. An “overseas 
office” is maintained by the NRP under the direction of Mana 
Truhill, of 54 Audubon Avenue, New York City. 

Madole’s group offers its fascist program as the “antidote” 
to Communism. The falsity of its anti-Communist role is im- 
mediately exposed by NRP’s insistence that a Communist is 
synonymous ‘with “Jew.” The NRP not only violates our con- 
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stitutional principles by making this minority its target; it also 
frequently supports the position of the very Communists it 
allegedly opposes. 

For example, the NRP accuses the United States Govern- 
ment, whether under Democratic or Republican control, of 
seeking to promote a new world war to “carry out the eco- 
nomic and political ambitions of a small coterie of interna- 
tional Wall Street bankers.” This attack is identical with the 
propaganda line of the Communist Party, despite the different 
motives behind Communist and fascist attempts to disaffect 
Americans from their Government. 

In a leaflet entitled, “Asiatic Barbarism Versus Western 
Civilization,” Madole proclaimed that— 


Only the superbly efficient totalitarian economic systems 
of Fascists, National Socialist, and Communist regimes are 
adaptible (sic) to the strain of TOTAL WAR as practiced 
in the 20th century . . . The spirit of democracy is a glorifi- 
cation of weakness and cowardly conduct. It glorifies the 
coward instead of the fighter, it raises feeble weaklings to 
leadership rather than a trained, iron-hard, and youthful 
elite... 


At the time of the Prague trials in 1952 and other anti- 
Semitic purges behind the Iron Curtain, the NRP defended 
the action of the Soviet leadership and implied that the ex- 
ample should be followed in Europe and America. 

Such an appeal to violence exposes the most vicious and 
dangerous aspect of the National Renaissance Party. In its 
printed literature, NRP has attempted to disguise such ap- 
peals, although the implications are clear in headlines such as 
the following: 


In Russia They Execute Them the Prague and Beria Way! 
In U.S.A. They Promote Them the Dexter White Way! 


In his speeches, however, Madole has discarded caution on 
a number of occasions and boldly advocated “6 inches of steel” 
for America’s Jewish minority. 

NRP activities and propaganda are clearly subversive and 
un-American. The Committee is further of the opinion that 
this neo-fascist organization, by its advocacy of force and 
violence, contravenes the Smith Act. The Committee urges 
the Department of Justice to consider taking immediate steps 
to convene a federal grand jury for the purpose of prosecuting 
the leaders of the National Renaissance Party under the act. 


EXTENT OF NRP OPERATIONS 

The National Renaissance Party has frequently appealed 
for support from crackpot elements which were active in bund 
and other fascist activities in the 1930s. Madole stated on one 
occasion that the NRP was formed to “carry on the work of 
the Christian Front.” The Christian Front had co-operated 
with the German-American Bund in pre-Pearl Harbor days 
and Bund Leader Fritz Kuhn had declared the ideas of the 
two organizations were 100 per cent in agreement. 

Daniel Kurts, self-proclaimed leader of the Christian Front 
in Queens, N. Y., in 1939, became an active worker in the 
National Renaissance Party. 

Another veteran propagandist, Kurt Mertig, became New 
York City chairman of the NRP, and his office at 317 East 
54th Street, New York City, served as the NRP’s city head- 
quarters. From this same office, Mertig has operated as chair- 
man of two of his own organizations—the Citizens Protective 
League and the German-American Republican League of 
Greater New York. Mertig’s letterheads state the leagues were 
formed in 1936; the Attorney General cited both leagues as 
fascist organizations in 1948. Mertig himself served a six- 
month workhouse term in 1946 on unlawful-assembly charges 
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growing out of his participation in a Christian Front rally in 
Queens, N. Y., in 1945. 

In the summer of 1953, the NRP announced plans to run a 
candidate for Congress from the Yorkville district. Nothing 
further was heard of the scheme, however. The would-be 
candidate was H. Keith Thompson, Jr., who was identified in 
the National Renaissance Bulletin as a former registered agent 
for Maj. Gen. Otto Remer’s Socialist Reich Party—a neo-Nazi 
group in West Germany now banned by the German Gov- 
ernment. 

The NRP had previously publicized Thompson as the na- 
tional director of a newly formed American Committee for the 
Advancement of Western Culture. James Madole, Kurt Mertig, 
Frederick Charles F. Weiss, and other “officers and members” 
of the NRP also were represented on this committee, which 
had the grandiose role of serving as “a high policy-planning 
group for the co-ordination of racial nationalist activities in 
America, Europe, Africa, and Asia.” 

Last year, the NRP tried to extend its activities into other 
sections of the country. 

A guest speaker at one of the NRP meetings in Yorkville on 
June 26, 1953, was one James R. White, who was billed as an 
“organizer” from Los Angeles. Madole claimed that White had 
“already organized a fully uniformed group in his city and 
distributed thousands of copies of National Renaissance Bul- 
letins.” Committee inquiries disclose that James White’s 
activities in Los Angeles have been confined to a small group 
and that no effective efforts in organizing the NRP in that city 
have materialized. 

A youth in his early 20s, White was the publisher of his 
own newsletter, Reason, in 1952. Committee information 
shows that, several years prior to his involvement in neo-fascist 
activities, White had been a member of the Spartacus Club of 
the American Youth for Democracy—a front organization of 
the Communist Party. It might be noted at this point that 
Mana Truhill, previously mentioned as head of the NRP over- 
seas bureau, has admitted having attended the Communist- 
operated Jefferson School of Social Science in New York. This 
is another illustration of the common ground often reached by 
fascists on the extreme right and Communists on the ex- 
treme left. 

Madole announced in his June, 1953, Bulletin that a local 
NRP headquarters had also been set up at 2627 Hale Avenue 
in Louisville, Ky., under the leadership of J. W. Mitchell, a 
high-school student. Subsequent inquiry by the Committee 
revealed that the branch in Louisville never attained any sig- 
nificant success and that it has since been dissolved. 

In December, 1953, the party’s Bulletin stated that an NRP 
branch was being formed in Pennsylvania under the direction 
of E. R. Barron and Frederick Polzin, and that another branch 
was being created in New Jersey by Lawrence Sestito. 

The numerical strength of an organization such as the NRP 
is difficult to measure. Such fanatics exaggerate their influence, 
and the Committee would do no service in overestimating the 
importance of an element which will undoubtedly take pride 
in being publicized as a “menace.” Membership of the NRP 
has been estimated at anywhere from 200 to 700 persons. All 
indications point to a diminished following in 1954. 

The NRP charges a nominal $1 membership fee, and its 
monthly Bulletin, which has a $2 yearly subscription rate, is 
often distributed gratis. 

The NRP has stated it held 22 street meetings in 1952, and 
regular Friday meetings during the seasonable weather in 
1953, its most-active year. The combined total of indoor and 
outdoor meetings of the NRP in 1952-53 has been estimated 
at 70. 

A certain decline in the organization’s activities was evi- 
denced in 1954. Investigation reveals that the new head- 
quarters address adopted by the NRP early this year is the 
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address of a commercial firm. It is apparent that the NRP is 
largely a nomadic group, meeting in hotels and private homes, 
at times under the cover of another name, and using privately 
operated mail boxes as mailing addresses. Its Bulletin is being 
issued sporadically, and in mimeographed rather than in its 
usual printed form. 

The Committee is encouraged by the relatively restricted 
nature of National Renaissance Party influence. The Commit- 
tee believes, however, that such organizations have no place 
in the American scene and that the full force of exposure and 
prosecution must be employed to eradicate them. 


The Hate Group 
“COMMON SENSE” 


Growth of the hate group in recent years is exemplified by 
the publishing endeavors of Conde J. McGinley and his son, 
C. J. McGinley, in Union, N. J. The McGinleys, senior and 
junior, operate as the Christian Educational Association, for 
the purpose of publishing a semimonthly paper, Common 
Sense, as well as a mass of individual printed matter. 

Common Sense represents itself as “the nation’s anti-Com- 
munist paper.” Subscriptions are sought from “loyal and pa- 
triotic Americans” in order to “help save our republic.” 

Such patriotic claims provide poor disguise, however, for 
some of the most vitriolic hate propaganda ever to come to 
the attention of the Committee. Common Sense defines Com- 
munism as “Judaism” and devotes its pages almost exclusively 
to attacks on the Jewish and to a lesser extent the Negro 
minorities in our nation. Sympathy for the former Nazi regime 
in Germany also is injected into this propaganda, which is 
hardly distinguishable from that of the National Renaissance 
Party except for the latter’s open appeal for a fascist govern- 
ment in the United States. 

Despite its patriotic claims, Common Sense has in fact em- 
ployed and/or carried the writings of a number of individuals 
associated with the National Renaissance Party. Through the 
columns of Common Sense and innumerable booklets printed 
and offered for sale, the McGinleys appear to serve as a clear- 
inghouse for hate propagandists throughout the country. 
Among these are many of the native fascists and hate rack- 
eteers who were active in the 1930s. 

In contrast to the limited appeal of the openly fascist Na- 
tional Renaissance Party, the McGinley enterprise appears to 
be a shrewd and going business. 


ORGANIZATION OF “COMMON SENSE” 


Conde J. McGinley, Sr., began editing a miniature weekly 
paper in Newark, N.J., in 1946, under the various titles of 
Think, The Think, and Think Weekly. In June, 1947, the 
paper was issued under the name, Common Sense, and in 
November, 1947, it was expanded to its present tabloid size 
and the headquarters transferred from Newark to Union, N. J. 
It became a semimonthly publication in 1948. McGinley re- 
mained the sole owner and publisher until early this year, 
when the so-called Christian Educational Association was 
created to serve as owner and publisher. Officers of the new 
association are Conde J. McGinley, Sr., president; Conde J. 
McGinley, Jr., secretary and treasurer; and Alex Jefimow, vice 
president. Jefimow is employed by the McGinleys in a sub- 
ordinate capacity; only the McGinleys are authorized to 
handle association funds. 

I'e: dquarters of the newspaper and its publishing associa- 
tion are located in a 14-room stone building at 530 Chestnut 
Street in Union, N.J. The building is owned by Miss Kath- 
erine Littig, of Newark, N.J., who has worked for Common 
Sense on a voluntary basis almost from the inception of the 
publication. 
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The building also houses the press which prints Common 
Sense and other hate literature sold through Common Sense. 
This mechanical equipment is owned by the Union Patriotic 
Press, which gives the Chestnut Street building as its head- 
quarters. A corporation resolution of the Union Patriotic Press 
lists its officers as president, Charles Kane, of Tampa, Fla.; 
secretary, John J. Reynolds; and treasurer, Edward J. Byrne, 
Hightstown, N.J., farmer. Byrne is known to have been a 
volunteer worker in the Common Sense enterprise. Both Byrne 
and Reynolds have attended rallies held by McGinley for his 
followers; Kane has also been in attendance prior to his re- 
moval to Florida. 

McGinley was forced to rely on other presses prior to 1953 
and he admittedly encountered difficulties in assuring con- 
tinuous printing of his propaganda. After Common Sense 
moved into its headquarters on Chestnut Street in the spring 
of 1953, an addition was built for a press later acquired by 
the Union Patriotic Press. McGinley announced to his readers 
that the press had been set up “for our use” and would insure 
prompt service in the future. Technically, however, McGin- 
ley leases the press trom the Union Patriotic Press for a $75 
monthly rental. 


NATURE OF PROPAGANDA 

During 1946 and 1947, McGinley’s allegedly anti-Com- 
munist publication gave little indication of its subsequent 
level of propaganda. At the outset, its columns carried a cer- 
tain amount of factual information on Communism. Beginning 
in 1948, however, Common Sense became increasingly out- 
spoken in its statements of a pro-Nazi and anti-Semitic na- 
ture. It was soon almost exclusively a vehicle for the exploita- 
tion of ignorance, prejudice, and fear. 

The paper devoted considerable space in 1948 to the sup- 
port of the late Robert H. Best, American newsman who was 
convicted of treason and sentenced to life imprisonment in 
that vear as a result of his broadcasts for the Nazis in World 
War IL. A eulogy of Best appearing in Common Sense for Dec. 
15, 1952, described him as a “patriot,” “Paul Revere,” and 
“true Christian American.” 

An arrogant letter written by Herman Goering to Winston 
Churchill just before the Nazi leader poisoned himself ap- 
peared in Common Sense for July 1, 1950. An editorial note 
recommended that the letter be “read carefully by members 
of Congress and all others who are shaping the destiny of 
America.” 

Common Sense adopted the National Renaissance Party 
line which alleges the United States Government is plotting a 
new world war: 


. . . Now that the matchless German army is destroyed, 
Germany laid in ruins, and Europe helpless, Eisenhower 
asks the German people to help him prepare for another 
war purporting to be a war against Communism, while he 
protects and coddles in Washington the same people who 
prevented Germany from wiping out Communism. This is 
to be a war against the Russian people—not Commu- 
nism. ... 


In this statement, McGinley’s “anti-Communist” and “pa- 
triotic” publication apparently is not adverse to serving the 
Communist propaganda cause. Indeed, McGinley has even 
printed such statements as the following, which he identi- 
fied as being from a “European” correspondent: 


. . . If your paper is to continue its excellent work of 
opposing the policy of the Jew, please do not fight Russia 
also, for we in Europe look upon it as the only hope to 
prevent Jewish and world domination by means of its 
stupid, willing, technically clever American slaves, the 
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destroyers of Europe’s cities, the hatemongers of the vile 
occupation and the hangmen of Nurnberg. 


Anti-Semitism is the chief stock in trade of Common 
Sense, which now distortedly defines Communism as “a 
false face for Judaism.” Typical of headlines which appear in 
the publication are: “Jewish Leaders Are Crazy For Power;” 
“Zionists Threaten Russia With War;” ““Brotherhood’—Jew 
Trap For Christianity;” and “Invisible Government Rules 
Both Parties; Adlai and Ike Marxist Stooges.” Articles in 
Common Sense have even attacked water fluoridation as a 
Red plot by “the invisible rulers” aimed at mass destruction 
of the American people. 

The violent nature of this propaganda is illustrated by an 
article written by George Thomas Adams ir the issue of 
Common Sense for Dec. 1, 1952. In the course of a discussion 
of anti-Semitic pogroms in Communist countries, Adams 
stated: 


. If the Russian people wish to throw off their 
Jewish yoke, what right have we to criticize them? .. , 
We should be doing the same. 


Conde McGinley, Sr., uses the oblique method in an article 
in the issue dated June 15, 1952: 


.. . The German Government, facing the same. situa- 
tion as the United States does today, put these Red Jews 
in concentration camps... . (Italics supplied) 


A survey of Common Sense propaganda fails to reveal any 
outright advocacy of a fascist government for the United 
States. The solution customarily offered by Conde McGinley, 
Sr., to “save America” is an increase in the circulation of 
Common Sense. It is apparent that this publication represents 
a modern example of the racketeers who made a business out 
of un-American hate propaganda during the 1930s. 


CO-OPERATION WITH OTHER 
PROPAGANDISTS 


Information in the possession of the Committee reveals a 
significant interchangeability of propagandists working for the 
allegedly patriotic Common Sense and the avowedly fascist 
National Renaissance Party. 

A good example is provided by Eustace Mullins, who 
frankly eulogizes Hitler in the pages of the National Renais- 
sance Party’s Bulletin and who has been observed at an NRP 
street session in New York City last year. Articles written by 
Mullins have been appearing in Common Sense since at least 
September, 1951, and, last year, he became a writer on the 
staff of Common Sense. 

W. Henry MacFarland, Jr., is another individual who has 
been simultaneously active in both the National Renaissance 
Party and Common Sense. A resident of Philadelphia, Mac- 
Farland in 1948 had organized a Nationalist Action League 
which was promptly cited as a fascist organization by the 
United States Attorney General. In 1949, MacFarland spoke 
at a number of meetings of the National Renaissance Party 
in New York. He presided at a branch meeting of the NRP 
held in Philadelphia in October, 1949. Meanwhile, his name 
also appeared as “associate editor” of Common Sense in the 
issues which appeared during July and August of 1949. 

At that time, Conde McGinley, Sr., was planning to 
combine forces with MacFarland and his cited Nationalist 
Action League and with another organization, the Loyal 
American Group, headed by William J. O’Brien. The scheme, 
as announced in Common Sense, called for McGinley’s 
publication to serve as official organ of the Nationalist Action 
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League, with O’Brien disbanding his group to serve as na- 
tional secretary of the new combination. The plan fell 
through, however, and McGinley resumed sole editorship of 
Common Sense. O’Brien, a printer from Montclair, N. J., was 
later taken on the staff of Common Sense. 

The interlocking of Common Sense and the National Ren- 
aissance Party is further demonstrated by the fact that 
Common Sense has carried articles by Frederick Charles F. 
Weiss, chief propagandist for the NRP, and by Kurt Mertig, 
New York City chairman of the NRP. 

Common Sense is also a channel for hate propaganda 
being issued by numerous other individuals and organizations 
scattered throughout the country. The literature of these 
fellow hatemongers is disseminated either through reprints 
in the columns of Common Sense or in booklets published and 
sold by Common Sense. 

One of the most frequently reprinted “authors” is Robert 
H. Williams, of Santa Ana, Calif., who issues the Williams 
Intelligence Summary, a monthly newsletter. Common Sense 
also sells his writings in pamphlet form. Williams advertises 
himself as the possessor of vast intelligence information which 
he gained as a member of Army Intelligence during World 
War II. The deception is evident from the fact that Williams’s 
intelligence duty comprised less than a year as an adminis- 
trative officer for the intelligence section of a bomber wing. 
In this position, he would have received no intelligence in- 
formation dealing with the Communist conspiracy. His as- 
signment to the military intelligence was merely in the 
Reserves, from which commission he was relieved by official 
action of the Army, effective Dec. 21, 1950. 

Conde McGinley, Sr., has maintained a particularly co- 
operative relationship with two disseminators of anti-Semitic 
literature from Chicago: Mrs. Elizabeth Dilling and Mrs. 
Lyrl Clark Van Hyning. Mrs. Dilling’s writings have been 
circulating since the 1930s. Mrs. Van Hyning is the head of 
an organization known as We, The Mothers, Mobilize For 
America, Inc., and is editor of the publication, Women’s 
Voice. 

Messages have been sent to members of Congress over the 
joint signatures of Mrs. Dilling, Mrs. Van Hyning, and Mc- 
Ginley. 

Mrs. Dilling is a constant source of violent articles for 
Common Sense which prints them under such headlines as 
“Brotherhood’—Jew Trap for Christianity” and “World Cruci- 
fixion and the Master Race.” Mrs. Dilling has also authored 
appeals in Common Sense for support of the propaganda 
activities of McGinley and Mrs. Van Hyning. McGinley in 
turn has recommended Mrs. Dilling’s “Bulletins” to his readers 
and has offered for sale reprints of her book, “The Plot 
Against Christianity.” He has also appealed for financial con- 
tributions for Mrs. Van Hyning and occasionally carried in 
Common Sense statements either credited to her or to her 
publication, Women’s Voice. 

- A number of individuals notorious for their efforts to create 

a nationwide fascist organization in the United States in the 
1930s are also propagandizing again through Common Sense. 
McGinley has printed articles and letters from Gen. George 
Van Horn Moseley (Ret.), Col. Eugene N. Sanctuary, and 
Charles B. Hudson. He has advertised for sale a new book 
hy Robert Edward Edmondson. The Special Committee on 
Un-American Activities reported in 1940 that General Moseley 
was being seriously considered as a national leader of an 
attempted union of fascist and hate groups in the United 
States until the plans were exposed and Moseley was called 
as a witness before the Committee. The special Committee 
named Sanctuary, Hudson, and Edmondson as being among 
the individuals who took part in this unsuccessful attempt to 
create a united fascist movement. 

Preliminary Committee investigations have thus far failed 
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to reveal any indication that present-day fascist and hate 
groups are seeking national organizational unity. 

The co-operative efforts of the hate groups, however, have 
actually extended to the point of national conventions. 
Common Sense reported the proceedings of one such con- 
vention held in Chicago, July 4-6, 1952. Conde McGinley, 
Sr., and William J. O’Brien spoke as representatives of Com- 
mon Sense at this gathering, which was referred to by Mc- 
Ginley as an “annual convention” of “nationalists.” Mrs. Lyrl 
Clark Van Hyning served as moderator of the convention, 
which was chaired by one George Foster. The 200 delegates, 
from all sections of the country, heard speeches and adopted 
resolutions following the lines of the propaganda which they 
issue. The most significant statement was in a speech by 
O’Brien of Common Sense. He urged the delegates to back 
each other “to the limit” whenever any one of them is “under 
attack.” 


CIRCULATION AND FINANCES 


Information available to the Committee on the circulation 
and financial status of Common Sense indicates that Conde 
McGinley has developed a shrewd and flourishing business 
out of hate propaganda. 

Common Sense reported in October, 1948, that the number 
of copies which were distributed to paid subscribers during 
the preceding 12 months averaged 7,072. In October, 1949, 
the average paid subscriptions were reported at 9,660, and by 
October, 1950, the figure had jumped to 21,255. The Com- 
mittee has not observed any further publication of subscrip- 
tion figures in Common Sense since then. However, figures 
filed by the publication with United States postal authorities 
show that an average of 15,796 copies of Common Sense 
were being distributed through second-class mail to paid 
subscribers during the 6-month period from March 15 to 
Sept. 15, 1954. 

These figures do not reflect the thousands of copies of 
Common Sense which are sold by other means or distributed 
gratis. For example, McGinley has been known to make 
bulk deliveries of an issue to various individuals for remail- 
ing or distribution in other ways. McGinley asserted that 
he had “120,000 readers” in 1952. Committee investiga- 
tion indicates that the circulation of Common Sense tops 
the 100,000 mark for certain issues, but averages approxi- 
mately 50,000 copies. The number of free copies averages 
at least 30,000. 

Subscriptions to Common Sense sell for $1 a year and pro- 
vide a minimum of $15,000 annually, based on second-class 
mailing alone. On-the-side sale of books and pamphlets 
brings in an estimated maximum of $1,000 a year. However, 
the publication also receives financial contributions, the exact 
amount of which has not been ascertained. 

McGinley solicits contributions in urgent messages printed 
in Common Sense as well as through special fund-raising 
letters. A typical letter sent out by McGinley in the spring of 
this year [1954] stated that due*to a low subscription rate 
and lack of advertising revenue, “we must depend on real 
patriots to subsidize us in keeping with their ability.” 

McGinley invariably represents himself in these appeals as 
a penniless patriot who has used up his life’s savings of 
$15,000 on Common Sense yet continues to work “full time” 
without salary or profit in order to save his country. “When I 
am reminded of my duty, and it is not for myself,” he has 
stated, “I take courage to warn you that if you do not get into 
this work personally and actively, or give money quickly to 
those who are active, the hidden, invisible Government plot 
will have proceeded so far that dictators will be giving 
orders.” McGinley adds the sly reminder that money orders 
can be sent under fictitious names. 
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Such broad fund appeals appear with irregularity. They 
usually occur when McGinley requires large sums for a 
special project, such as the remodeling of his new headquar- 
ters building. Constant solicitations seem to be unnecessary as 
a result of very substantial financial support rendered Mc- 
Ginley by a few well-to-do-patrons. 

One of the financial “angels” behind Conde McGinley has 
been Benjamin Harrison Freedman, a retired toilet-goods 
manufacturer of 960 Park Avenue, New York City. 

Freedman estimated that he had spent $15,000 on Com- 
mon Sense by December, 1950, according to testimony he 
gave on December 12 of that year before the Senate Armed 
Services Committee. In a propaganda sheet published by 
Freedman in New York on Jan. 2, 1951, he detailed his 
support of McGinley in this way: 


... In 1948 Freedman met McGinley. They found that 
they had much in common. Freedman became interested 
in “Common Sense” as one of the most aggressive organi- 
zations fighting Marxism (Communism) to which Freed- 
man had lent financial assistance. 

Since 1948, Freedman has given unsparingly of his time 
and his efforts to increase the circulation of Common Sense 
and has advanced a small fortune for that purpose. Within 
the past two months alone, Freedman has advanced to 
and/or for Common Sense in excess of seven thousand 
dollars ($7,000.00). 

Common Sense was rapidly becoming an important factor 
in the nationwide fight against the worldwide campaign of 
the Marxists (Communists) for world conquest. .. . 
Freedman advanced funds to McGinley to cover the cost of 
printing and mailing fifty thousand (50,000) copies of 
Common Sense (No. 126)... 


In addition to his financial contributions, Freedman is a 
prominent figure at various meetings held for supporters of 
Common Sense. He spoke as a “noted authority on Zionism” 
at a meeting held as recently as November 14 at Common 
Sense headquarters in Union, N. J. Common Sense advertised 
the meeting as a pro-America rally sponsored by Americans 
Against Communism—an organization name occasionally used 
by McGinley. 

McGinley himself has not publicized such major financial 
support for fear of discouraging his smaller contributors. 
However, rumors that Freedman and others have been pro- 
viding substantial aid to Common Sense have become wide- 
spread enough to force a recent public statement from 
McGinley. 

In a fund-raising letter sent out in the fall of 1954, Mc- 
Ginley stated, “I have learned recently that some people 
are under the impression that Mr. Ben Freedman and a 
prominent manufacturer are backing us.” McGinley ac- 
knowledged in the letter that Freedman’s assistance was 
“a help in making Common Sense the most widely read, 
factual publication on Marxism,” and that Freedman to- 
day continues to “give all his time and is a tower of infor- 
mation.” McGinley attempted to persuade his readers that 
nevertheless “for some time, Mr. Freedman has not been 
in a position to be of material financial assistance to us.” 
With respect to the unidentified “manufacturer,” McGinley 
also insisted that the contributions have been “nominal” al- 
though “very helpful.” 

The thriving nature of the Common Sense enterprise is at- 
tested to by McGinley himself on numerous occasions. He 
cannot avoid boasting of his accomplishments, even in the 
course of his urgent requests for funds. 

He reported, for example, that in 1953 he had made “much 
progress.” He referred to his excellent new headquarters 
which were extensively remodeled and enlarged; a press at his 
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disposal for the first time; and the addition of an investigator 
and a writer to his staff. 

A fund-raising letter issued this fall [of 1954] boasted 
that “we have now built Common Sense into a large operation 
to reach numbers.” However, McGinley continued to an- 
nounce ambitious plans, including the installation of new 
mailing equipment in his headquarters at a cost of $3,000, 
McGinley has also stated hopes of soon stepping up publi- 
cation to a weekly basis. 

McGinley’s claim to full-time work in behalf of Common 
Sense without salary or profit is misleading in view of the 
facts developed in the Committee’s investigation. Volunteer 
workers perform many duties in connection with the publica- 
tion. The Committee has learned, however, that Conde Mc- 
Ginley, Sr., has no employment or income outside of the 
Common Sense operation. He has for a short period in the 
past served as caretaker of property in Union, but his payment 
did not exceed $1,000:a year. Conde McGinley, Jr., supple- 
ments his Common Sense activities by serving as a free-lance 
salesman of aluminum windows and siding for houses. Conde 
McGinley, Sr., and Mr. and Mrs. Conde McGinley, Jr., reside 
in the headquarters building of Common Sense at 530 Chest- 
nut Street in Union. 

Since contributions form an admittedly important part of 
Common Sense income, the true state of its finances is difficult 
to determine. The Committee has been denied access to fed- 
eral income tax information on the principals involved. A 
minimum income of approximately $30,000 annually is evi- 
dent from a study of bank deposits made in the name of 
Common Sense or its new corporate cloak, the Christian 
Educational Association. A total of $25,965.97 was deposited 
in the publication’s account in a Union, N. J., bank during the 
10-month period from January 1 to Oct. 29, 1954. During the 
12 months of 1953, deposits totaled $29,320.78. 

It is regrettable that any American may have contributed 
to the perpetuation of a hate factory such as that operated 
by the McGinleys. If loyal Americans seek to play an active 
part in protecting their country from subversion, they would 
do well to lend their support to legitimate patriotic organiza- 
tions rather than to those whose real objective is another form 
of subversion. 


Conclusion 


In this preliminary report, the Committee has concentrated 
on a few examples of subversive propaganda activity cur- 
rently to be found in the United States. The Committee is 
well aware that this report conveys only a small part of the 
total picture of such activities in this country today. 

The Committee believes, however, that this preliminary re- 
port will provide useful information to the Congress. Both 
the National Renaissance Party and Common Sense have 
made unsolicited distributions of their un-American propa- 
ganda to members of the Congress, and the members have 
consequently made frequent inquiry of the Committee re- 
garding the nature of these organizations. 

The Committee further hopes that this report will alert both 
the Congress and the American public to dangers which must 
not be ignored. The National Renaissance Party and the op- 
erators of Common Sense illustrate two types of subversion 
from the extreme right. The Committee condemns any such 
resurgence of pro-fascist and hate activity. 

The Committee is continuing its investigation and exposure 
of Communist conspirators wherever they may be found. The 
Committee is convinced, however, that there is a concurrent 
need for continuous investigation, exposure, and, where neces- 
sary, prosecution, to the end that no activity of a pro-fascist 
nature will ever be permitted to gain substantial stature oF 
influence in the United States. 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 











wewT eS "YF * 


—- Ot 











ey oa ASS 





S\, Business Around the Worid 














LONDON ¢ MEXICO CITY ¢ JOHANNESBURG e SYDNEY ¢ TOKYO 








>> Business prospects for 1955 look good for most of the free world..... 
Major manufacturing areas--the U. S. and Europe--will continue at high 
levels of activity. That means raw-material producers will do well, too. 
Trade back and forth between these regions will be heading toward new highs. 
Further loosening of trade and exchange controls is hoped for. But controls 
won't be junked. And important currencies will not be made fully convertible 
into dollars for many months yet. U.S. tariffs? Not much change likely there. 
Gold and dollar holdings of foreign countries, now nearly 25 billion 
dollars, aren't evenly distributed. But more and more countries are now fairly 
well heeled. Most of the "have not" countries will get grants, loans or credits. 
The wherewithal for bigger world trade is there. Investment money, also, 
is beginning to move more freely across international boundaries. Security 
markets are attracting attention. Savings are up. Money and gold are moving 
through market places and banking houses at a fast clip. Turnover is rising. 
Not for 15 years has there been such a close approach to "normalcy." 





























>> Cautionary note: As 1955 progresses, seeds of future trouble may start 
Sprouting. Probably you will be able to see them first in Western Europe. 

Purchasing power of most West Europeans is in a strong uptrend. Wages 
generally have gone up faster than prices during the last year or two. 

Manufacturers in Europe haven't faced higher material prices during this 
period and, in many cases, productivity in their plants has improved. Their 
selling prices haven't changed much. Now, with demand soaring, factories in a 
growing number of lines (e.g., steel, machinery) are nearing capacity operations. 

Labor shortages, at the same time, are appearing in Britain, Western 
Germany, Switzerland, the Netherlands and the Scandinavian countries. 

Businessmen are thinking about ways of minimizing their labor needs. So, 
orders for labor-saving machinery are piling up. 

Demand for both consumer and capital goods is causing a considerable 
rebuilding of manufacturers’ inventories. You can see the effects of this in 
Slightly firmer tendencies in metal, chemical, steel, rubber markets. 

All this adds up to a possible progressive tightening of prices, wages, 
Supplies in Western Europe. That old bugaboo, inflation, is beginning to be 
talked about again. Already they are thinking about reining in credit in both 
Britain and Germany. It's something to watch carefully. 

This European situation should present opportunities for American ex- 
porters. More and more dollar goods now may be imported. The demand is growing. 
































>> In another important sales area for U.S. products--Latin America-- 
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BUSINESS AROUND THE WORLD--(Continued) 


marketing opportunities are spotty right now but should improve during 1955. 

Latin-American fortunes are tied directly to prices of such commodities as 
coffee, nonferrous metals, cotton, wool, wheat, meat, sugar and oil. 

Mexico is well supplied with food, has large quantities of major export 
products. Trade and tourist traffic is improving. Import curbs are likely to 
be lightened in 1955. Big new foreign investments and loans are expected. 

Cuba still is having trouble finding customers for all her sugar. Cuba 
doesn't look like as good a market for U.S. goods as formerly. 

Venezuela continues as a star sales and investment spot in Latin America. 

Peru, too, has good prospects. Colombia is in temporary difficulties 
because of overimporting, but will recover rapidly. 

Brazil still hasn't licked a very serious inflation problem. The coffee 
situation will straighten itself out somewhat this year, with little likelihood 
of higher prices. Brazil needs large-scale investment in transportation and 
power, plus a new oil law allowing exploration and production by foreign 
companies. Outlays (mostly in dollars) for oil imports are keeping Brazil poor. 

Argentina, with good crops again and ambitious industrialization projects, 
is a likely spot for capital-goods sales. European competition there is heavy. 

Chile is in a weak financial situation, but higher copper prices would 
help. Imports of dollar goods will continue under strict controls. 

Various plans for increasing U.S. loans and investments in Latin America 
are under discussion. But don't expect spectacular results in 1955. 








>> Taking a look around the British Commonwealth-- 

Canada, with many years of boom behind it, is in a period of digestion. 
Nobody up there is predicting a year of rapid growth. Farm income is down, 
manufacturing is having its difficulties, but mineral output still grows. 

Canada usually follows U.S. business patterns--in a toned-down version. It 
would be surprising if things didn't look up in Canada later in the year. 

Australia faces a somewhat inflated situation at home and increased com- 
petition in its important export trade. However, both wool prices and sales are 
picking up now. Australians, cutting imports, are keeping fingers crossed. 

South Africa is in an optimistic mood. New mines are producing more and 
more gold, and uranium projects are nearing production stage. Foreign-capital 
inflow has slowed recently to assess the new Strijdom Government. "Climate" for 
foreign investors is expected to continue favorable. Much capital is needed. 

India needs plenty of foreign capital, too. But the noises coming out of 
Delhi about socialism, nationalizav..on, a private-public economy aren't calcu- 
lated to inspire many foreign investors. India is one of the key countries in 
the big Asian-aid plans being hatched in Washington. 

Malaya is hopeful about 1955. Natural-rubber prices are moving up. Syn- 
thetic-rubber plants in the U.S. will be sold to private firms and synthetic 
prices are then expected by natural-rubber producers to go up. 





>> Japan is working out of a depressed condition. Slow advances are likely in 
1955. Domestic prices may go up, but not export prices. Japan will have to 
give up some questionable trade practices to get tariff concessions from others. 


>> On the whole, the world-trade picture is bright--with a few dull spots 
that may brighten up during the course of the new year. 
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en & MINUS 
Latest Indicators of Business Activity—— 





Recent production gains spring from the 
surge in automobile output. Steel, rub- 
ber and other supplying industries led 
the upswing. Now there are clearer 
signs that the improvement is spread- 
ing into less-related fields. 

Auto production is the highest since 
April, 1953, and apparently is heading 
into a record first-quarter performance. 
Output passed 150,000 in the week of 
December 18, as the top chart shows. 
This was only the third time since the 
record year 1950 that such a high to- 
tal was attained. 

Favorable acceptance of new models 
inspires industry officials to predict a 
first-quarter output of close to 2 mil- 
lion cars. Best three-month total up 
to now was 1,898,783 in third quar- 
ter, 1950. 

Ford-Chevrolet scramble for top position 
is one factor in the rising production 
trend. Overtime and price concessions 
are features of the contest. Chevrolet 
has a small lead in output, but Ford 
holds a slight edge in new-car regis- 
trations. 

Chrysler recovery is important. The 
company is supplying 20 per cent of 
new-model output, in contrast to only 
12 per cent of the 1954-model total. 
Order backlogs are large. 

Inventories are getting some of the in- 
crease in auto production. Dealer 
stocks on December 1 showed a 255,- 
756 total compared with the postwar 
low, 157,607, a month earlier. But 
stocks are well below the level of 30 
days’ sales usually maintained by 
dealers. 

Household durable-goods production 
is stable at a level 28 per cent above 
the low of last December. But, unlike 





autos, inventories have been declining, 
and the combination of increased de- 
mand and lower stocks suggest an im- 
proved outlook for 1955. 

Recent production gains over a year 
ago are reported for television, refrig- 
erators, freezers, washing machines, 
driers, electric ranges, vacuum clean- 
ers, dishwashers and garbage dispos- 
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als. Lagging are ironers, cooking stoves 
and heating stoves. 

Inventories are down from year-ago 
levels in most cases, with reductions 
up to one third. Exceptions are wash- 
ing machines and heating stoves, 
which are still at late-1953 levels. 

Record television retail sales of 7 mil- 
lion are indicated this year, compared 
with 6,370,500 in 1953. Next year a 
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6-million total for black-and-white re- 
ceivers is foreseen by the industry, plus 
300,000 color sets. 

Steel production may gain in January 
because of the strong demand. Ris- 
ing scrap prices are a signal of increas- 
ing activity. Christmas-week operations 
were at 73.6 per cent of capacity, com- 
pared with 64.1 per cent last year. 

Orders in various other lines besides 
autos and steel are reported rising. 

Demand for lumber is pushing up prices 
and foreshadowing an active spring 
building season. 

Synthetic-rubber orders for March deliv- 
ery call for a record 62,000 tons, up 
25 per cent from January and Febru- 
ary rates. 

Freight-car orders of 3,754 in Novem- 
ber were 30 per cent above a year ago. 
Order backlogs were up 1,952 in a 
month, to 14,805 cars. Employment in 
the industry is increasing. 

Christmas sales are above last year. In- 
terest in soft goods is stimulated by 
new styles and colors. Disregard of 
“fair trade” prices by some established 
dealers to meet discount-house compe- 
tition lures buyers of appliances. 

Record distributions of Christmas-club 
savings spurred holiday shopping. 

Credit business was larger than during 
pre-Christmas buying last year. New 
installment credit last December 
amounted to 2.7 billions, and two 
years ago the total was a record 2.9 
billions. This year may set a new high. 

The picture shown by strong demand 
for autos, greater use of credit, and 
generous Christmas spending is one 
of returning consumer confidence, 


based on rising employment, high in- 
comes and stable prices. 








| | (1947-49=100) | 
* ADJUSTED FOR SEASONAL VARIATION 
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ARE MORE TAX CUTS COMING? 


Not for All, but Some Groups May Benefit 


You'll need to be standing in 
just the right spot to get tax cuts 
in year ahead. Relief will be 
pretty scattered. 

Investors, self-employed peo- 
ple, a few others have a fair 
prospect for tax benefits in 1955 
—but ordinary taxpaying indi- 
viduals will have to wait. 

Official new view is that the 
budget comes first and tax re- 
lief second. 


The chance of general tax relief 
in 1955, for individuals and corpo- 
rations, has all but disappeared—even 
before Congress meets to take up the 
subject. 

Even so, you may be one of those to 
get major tax benefits soon. Millions 
of individuals in special situations are in 
line for possible tax relief. If you're in 
one of these situations you may find 
1955 a fine year, taxwise. 

The prospect for major tax reductions, 


though, is dimmed by significant shifts 


WHAT 
TAXPAYERS 
CAN EXPECT 
NEXT YEAR 


—USNE&WR Photo 





in the official approach to the -U.S. 
budget. The Eisenhower Administration, 
which plugged for tax cuts in the 
deficit-financing year of 1954, now is 
insisting that a budget balance must 
come before tax relief. 

At the same time, an upturn in busi- 
ness has blunted the arguments of 
Democrats in Congress who have been 
pushing tax cuts for individuals as a cure 
for recession. 

As a result, few influential Admin- 
istration officials or members of Con- 
gress seem disposed to grant tax relief— 
and pay for that relief with borrowed 
dollars—when there’s no clear sign that 
the country needs strong economic stim- 
ulants. 

You get, in the charts and tables 
on these pages, some of the details 
of the tax picture for 1955. Some 
areas of the picture are more bleak than 
others. 

Tax on personal incomes. The 
ordinary individual, after major tax relief 
in 1954, can count on little further aid 
and comfort in 1955. 

Personal exemptions are all but cer- 
tain to remain at $600, unless business 
activity peters out again. 

Deductions—for interest payments, do- 





nations and the like—are scarcely to be 
disturbed in 1955. 

Lower rates—not higher exemptions 
—are to be supported by the Administra- 
tion as the logical way to relieve indi- 
vidual taxpayers when the right time 
comes. But that time, in the Administra- 
tion view, will not be in 1955. Keep 
your eye, instead, on 1956. 

Doctors, lawyers, independent busi- 
nessmen, other self-employed persons, 
however, are given an even chance for 
real tax benefits in 1955. Under one 
proposal, known to appeal to President 
Eisenhower, they would get a limited 
grant of tax exemption for income that 
they invest each year in a retirement 
program. Millions of employes already 
enjoy what amounts to tax-free income 
in the form of company payments to 
pension plans. Mr. Eisenhower is ex- 
pected to support plans giving this same 
privilege to self-employed persons. 

Easier capital-gains tax? Investors, 
too, are getting Mr. Eisenhower's deepest 
sympathy for one of their long-standing 
pleas, a more lenient tax on long-term 
capital gains. In 1954, investors were put 
off with the explanation that proposals 
needed study. Now, they're counting on 
action. 


INDIVIDUAL INCOME TAX—no major change. 
CORPCRATION INCOME TAX—top rate to stay at 52% 


CAPITAL-GAINS TAX— chance of shorter holding period and 
bigger write-off of losses. Rate cuts unlikely. 


EXCISE TAXES—don‘t count on reductions. 
FOREIGN INCOME—tax cut probable on income earned abroad. 
CO-OPERATIVES—reasonably safe from tax rise. 


COLLEGES—tax rules to be stiffened for colleges, other 
“tax exempt” groups. 


OIL AND MINING—few, if any, big changes in depletion. 
PENSION PLANS—tax rules to stay about as they are. 


SELF-EMPLOYED PEOPLE possibility that income put aside for ; 
_FOReeneas AR et fae eee. 
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Proposals for relief center on the 
“holding period.” As the law stands, an 
investor must hold a capital asset for 
more than six months before selling, if 
he expects to enjoy the lower tax that 
applies to long-term capital gains. 

A shortcr holding period—three or 
four months—is expected to be con- 
sidered in Congress.. Action in 1955, 
however, is by no means certain. 

More generous treatment of long-term 
capital losses is known to be favored by 
Administration leaders. What’s expected 
is a plan to allow investors to write off 
more than the presently permitted $1,000 
of regular annual income against net 
capital losses. A proposal to permit cap- 
ital losses to be carried forward for more 
than the present maximum of five years 
also is getting official study. 

Outright cuts in the capital-gains 
rates, on the other hand, are given 
much less chance of adoption this year. 
Top rate on such gains now is 25 
per cent for individuals. It is to go to 
25, from 26, for corporations in 1955. 
Administration sympathy for big cuts 
is likely to be frustrated by opposition of 
Democrats. 

Cuts already in law. Businessmen 
and individuals generally face other prob- 
able disappointments in the matter of 
excises and the corporation income tax. 

Corporations are likely to be stuck with 
a top rate of 52 per cent on their in- 
comes for at least another year. As 
many business leaders are making per- 
fectly clear, this comes as a real blow. 
Yet Congress is not expected to deny Mr. 
Eisenhower's request to put off the reduc- 
tion to 47 per cent—scheduled to begin 
April 1. 

Consumers are not quite so sure to 
miss out on reductions in excise taxes. 
Cuts now are set in law for next April 
1, but the President is asking that they 
not become effective. What taxpayers 
will be deprived of, if the President gets 
his way, is shown by this list of scheduled 
changes: 


Tax provided 
Taxnow forAprill 
Cigarettes, package  8¢ 7¢ 
Gasoline, gallon 2¢ 14¢ 
Bonded whisky 
’ fifth $2.10 $1.80 

Passenger car, 

medium price $260 $182 
Truck ($4,500 at 

factory ) $360 $225 


In addition, industries with products 
that now have no cuts in sight are to have 
rough going in efforts to get excise relief 
in 1955. 

Other changes proposed. Even dim- 
mer is the prospect for most other tax 
changes sure to be proposed for 1955. 

Oil and mining industries have an 
excellent chance of holding on to their 
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TAXES: Still Near Record Highs 
WHAT INDIVIDUALS PAY — (married, two dependents) 
Net Prewar War Peak Postwar Low War Peak NOW 
Income * 1936-39 1944-45 1948-49 1952-53 
$ 3,000 $0 $275 $100 $ 133 $120 
$5,000 $48 $755 $ 432 $577 $520 
$ 10,000 $ 343 $2,245 $ 1,361 $1,774 $ 1,592 
$ 25,000 $2,327 $9,705 $5,476 $7,004 $ 6,268 
$ 100,000 $ 31,997 $ 68,565 $ 45,643 $ 56,032 $51,912 
WHAT CORPORATIONS PAY— 
Net Prewar War Peak Postwar Low War Peak NOW 
Income* 1936-39 1944-45 1948-49 1952-53 
$ 25,000 $3,525 $ 6,750 $5,750 $7,500 $7,500 
$ 50,000 $9,500 $ 20,000 $ 19,000 $ 20,500 $ 20,500 
$ 100,000 $ 19,000 $ 40,000 $ 38,000 $ 46,500 $ 46,500 
$ 1,000,000 $ 190,000 $ 400,000 $ 380,000 $514,500 $514,500 
$ 100,000,000 | $ 19,000,000 | $40,000,000 | $38,000,000 | $51,994,500 | $51,994,500 
*Income after deductions. 
Figures on corporations do not include wartime excess-profits tax. 














depletion allowances, but little hope for 
more generous treatment. Opposition of 
Democrats assures that. 

Stockholders are in this same situation. 
Tax cuts granted in 1954 for dividend 
income are not to be expanded now, as 
Republicans have proposed—or canceled, 
as some Democrats propose. 

Industry pension plans, meanwhile, are 
not expected to get major changes in tax 
rules. Specific yardsticks for official ap- 
proval of such plans, an Eisenhower 
project, are strongly opposed. 

Co-operatives and tax-exempt founda- 
tions face only minor tax threats. A 
recent Republican report criticizing the 
philanthropic and research foundations, 
for example, is drawing ridicule from 
Democrats, who control Congress. 

Companies that operate abroad may 
get a tax cut on their foreign income in 
1955. Opposition to the President’s pro- 
posal for such relief in 1954 was based 
more on objections to particular aspects 
of that proposal than on resistance to 
the principle. 

Better chance in ‘56. Everything con- 
sidered, it’s not to be a big year for tax- 
payers—at least, not most taxpayers. 
There may be some piecemeal relief. But 
the ordinary individual will have to con- 
tent himself with growing two-party sup- 
port for long-run tax reduction—and the 
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knowledge that such reductions always 
have a better chance in an election year, 


like 1956. 


>How much in taxes? Total burden 
borne by taxpayers—including federal, 
State and local levies—still is growing, 
despite federal cuts. In the year ended 
last June 30, taxpayers dipped into their 
pockets for almost 90.6 billions—about 
600 millions more than in the preceding* 
year. That’s the estimate of the Tax 
Foundation, private fiscal-research organi- 
zation. 


> Treasury loan. Slight tightening of 
the country’s money supply—pretty nor- 
mal for year-end weeks—still shows on the 
sensitive barometer offered by the Treas- 
ury-bill rate. The Treasury has just made 
its weekly 90-day loan, at a cost of 1.3833 
per cent—more than double the low point 
reached in the latest “easy money” era. 


> Tax-exempt bonds. All, or virtually 
all, of the year’s biggest issue of tax- 
exempt bonds was snapped up by in- 
vestors on the first day of the offering. The 
New York State Power Authority, sell- 
ing 335 million dollars’ worth of general- 
revenue bonds, plans to use the proceeds 
to pay for its share of the St. Lawrence 
power project’s cost. 
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Item #23-B out of Plant 2 is backing up 
in the field. 

Anxious phone call. Hurried plane trip. 
“Get out there and sell, you so-and-so’s!”’ 

He might better have stayed at the main 
office. That’s where the fault lay—in Cen- 
tral Accounting. Sales figures from Plant 
2 (and all other plants) are processed 
there. It often takes weeks and weeks. 
Meantime, Plant 2 merrily continues full 
production of an item that’s laying an egg 
with the customers. 

What’s needed? Up-to-the-minute fig- 


ures on both production and sales — com- 
piled right at the branch level. How to get 
them? With Keysort punched cards. 

A McBee Keysort installation can pro- 
vide comprehensive, accurate reports on 
every phase of branch operation. Fast, too 
—in your hands no later than the 4th of 
the following month. Whether you run a 
100-man plant or a colossus employing 
thousands-plus. And the cost is remark- 
ably low. 

The trained McBee man near you can 
show you how it’s done. Or write us. 


ecee © 0 080, .0°0, gee, eocee 
ecco %* Ceeg © $ ee ° 
Seeoe $ Pee? C08 S&S % S80 


Punched-card accounting for any business 


¢ Division of Royal McBee Corporation 
In Canada: The McBee Company, Ltd., 179 Bartley Drive, Toronto 16, Ontario 


Manufactured exclusively by The McBee Company, Athens, Ohio 
Offices in principal cities °¢ 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Business improvement expected in 1955 is not great, percentagewise. 

Outlook now suggests that the upturn in 1954's closing months is to be 
continued through 1955. Next year will have few characteristics of a boom. 

Dollar figures on total output, total spending, total income, however, are 
huge. (See page 15.) That's because U.S. volume has become huge. It doesn't 
take much of a percentage gain to bring a large dollar gain. 








Here's the way our Economic Unit gauges the year ahead: 

Total spending for goods and services, up about 5 per cent. 

Consumer outlay for personal consumption, up about 4 per cent. 

Private investment, including housing, up about 18 per cent. But the rise 
here stems chiefly from the fact that business no longer is cutting. inventories. 
Inventory trimming in 1954 was a minus sign for private investment. 

Government spending for goods and services, about the same. 

In other words, 1955 promises to be a year in which moderate growth is to 
be resumed, after the adjustments from the 1953 boom were completed in 1954. 


























For the year as a whole, however, the total outlay for goods and services 


probably will top the record of 1953. That also is discussed on page 15. 


It's generally agreed that 1955 will see an improvement in business. Take 
this report from purchasing agents, a cautious group: 

Continued improvement in general business is expected by 90 per cent of the 
industrial purchasers who were surveyed. A sizable number expect this 
improvement to carry through the entire year. 

Increase in activity, however, is expected to be gradual, not sharp. 

Business improvement actually has been going on for the past five months, 
the purchasing agents find. 

Buying policy still is conservative, with commitments seldom made beyond 
needs for 90 days. But there is a slight movement to lengthen commitments. 

One reason for buying caution is that orders can be promptly filled. 














Highway building is likely to go forward for many years ahead. 

A federal highway program will be submitted to Congress in 1955 by the 
Eisenhower Administration. And it's almost certain to be approved in outline. 

Federal commitments probably will be smaller than the original 50 billions 
urged for the next 10 years, but the total program still will be large. 

You also can expect the Administration to come up with a plan to finance 
highways outside of the regular federal budget, probably through bond issues 
from a separate authority, backed by a Government guarantee. 











The prospect of more highway bond issues is a source of Some worry to 
(over) 
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TREND OF AMERICAN BUSINESS--(Continued) 


investment bankers, who will be expected to market them. The problem is to find 
buyers for the issues, which will compete with other offerings expected from 
business corporations, federal and local governments. 


Main point in this trend is that governments are to remain big customers of 
business. That's a sign of strong business support. 

Federal spending for goods and services is expected to amount to 47.5 
billion dollars next year. It was 50.4 billions in 1954. Federal Government, 
as & customer, is not likely to cut spending much lower than this figure. 

State and local-government spending next year is likely to rise to 29.5 
billions, from 27.5 billions in 1954 and 25.1 billions in 1953. This trend is 
expected to keep on for several years. Needs for public works are large. 

In addition to the highway program for years ahead, there will be a large 
program for school construction. You get details of school plans on page 57. 














Another sizable market is to be found in home improvements. New light on 

market is produced in a survey by the Census Bureau. 

Total spending to fix up houses amounted to 3 billion dollars in the first 

months of 1954. That's the outlay by owner-occupiers. 

Fix-up spenders numbered 18 million, about 70 per cent of all homeowners. 

Repairs during this period are estimated to have cost 1.35 billions. 

Alterations are found by the survey to amount to 1.4 billions. 

Additions to homes are estimated at about 300 millions. 

Average outlay for repairs and replacements is put at $81 for the 
five-month period; average for alterations, $158, and, for additions, $466. 

















Another point brought out in the survey is that the "do it yourself" type 
of improvement is just as important as contract jobs. Homeowners spent about as 
much for materials, which they put in place themselves, as they paid out to con- 
tractors. This is a rather recent development. 


Old homes, built before 1929, had the most money spent on them. That is to 
be expected, They require more repairs and improvements. 

Newest homes, those built since 1950, received the second-largest amount 
for alterations and improvements. This group also was second to the oldest 
structures in the “do it yourself" field. 

Survey results indicate that buyers of new homes are quite prepared to go 
right to work to improve their property and to make a lot of improvements by 
their own work. This is important to the building-supply industry. 





Survey figures show further that most of the money for improvements is 
spent by people who are recent buyers. For old structures, recently purchased, 
substantial sums often are spent within the first year of occupancy. 


Synthetic-rubber industry, built by the Government during the war to meet 
an emergency, is likely to be sold soon to private operators. 

Progress in sales is reported by Rubber Facilities Disposal Commission. 

Prices offered will not be reported until proposed sales are reported to 
Congress in January. Congress then will have 60 days to consider the deals. 
Still another 60 days must elapse, under the law, until title is transferred. 
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Breaking Through the Cost Barrier 
with UNEIWAE 120 Punched-card Electronics 


A whole new world of vital facts 
about your business has been 
Opened up... by punched-card 
electronic computing! 

The raw figures have always been 
on hand . . . costs, sales, price changes, 
volume, location... and hundreds of 
other factors. But integrating and in- 
terpreting them would have meant too 
much mathematics, too much time and 
too much money for most concerns. 


Miraculous electronic account- 
ing has changed all that. Today, you 
can get the answers simply, econom- 
ically . . . in hours or even minutes! 

Thenew UNIVAC 120 punched-card 
computer reveals the crucial factors 
behind your profit changes, weighs the 
relative effect of each. At last, you can 
make decisions based on complete 
facts .. . immediate facts. 


UNIVAC 120 was created by the 


same skill and experience that pro- 
duced famous UNIVAC itself. And 
other applications for UNIVAC 120 
are endless... payroll, production 
scheduling, billing, scientific and engi- 
neering figurework, to name a few. 

Why don’t you put it squarely up to 
us toshow how UNIVAC 120 punched- 
card electronic computer methods can 
boost your profits? Room 2209, 315 
Fourth Avenue, New York 10, N. Y. 


Mfeminytorn. Farad. EvectRONIC sYstEMS 
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TAX-FREE FOUNDATIONS: 
A NEW CONTROVERSY 


Do some large tax-free foundations ‘‘direct- 
ly support subversion” in the U.S.? Do they 
promote socialism at home, push for a “‘left- 
ist’ foreign policy? 

These charges, in a report made by a con- 
gressional committee, have stirred up a con- 
troversy over foundations with such famous 


names as those of Ford, Rockefeller, Carnegie. 
In official texts that follow, you get what 
it’s all about: the report on how foundations 
operate, majority findings of the committee, 
full minority report, statements by Chairman 
Reece and Representative Goodwin, Repub- 
licans, rebuttals from the foundations. 


Following is the text of Part One and the first section of Part 
Two of the report, released Dec. 20, 1954, of the House’s 
Special Committee to Investigate Tax-Exempt Foundations: 


PART ONE: INTRODUCTORY MATERIAL 


|. THE CREATION AND FUNCTIONING 
OF THE COMMITTEE 


This Committee was created by House Resolution 217, 
83rd Congress, first session, adopted July 27, 1953. The 
resolution authorized an investigation as follows: 


The Committee is authorized and directed to conduct a 
full and complete investigation and study of educational 
and philanthropic foundations and other comparable or- 
ganizations which are exempt from Federal income taxation 
to determine if any foundations and organizations are 
using their resources for purposes other than the purposes 
for which they were established, and especially to deter- 
mine which such foundations and organizations are using 
their resources for un-American and subversive activities; 
for political purposes; propaganda, or attempts to influence 
legislation. 


The resolution directed a report to be filed by January 3, 
1955. 

House Resolution 373, 83rd Congress, first session, adopted 
on August 1, 1953, appropriated the sum of $50,000, with the 
expectation of the Committee that further funds would be 
granted after the first of the following year. Counsel was en- 
gaged as of September 1, 1953; the building of a staff com- 
menced about September 15, 1953. 

It was decided to engage in an intensive period of assem- 
bling and study of material, after which public hearings 
were planned to be held starting at the end of February or 
the beginning of March. After the first of the year, an addi- 
tional appropriation was requested in the sum of $125,000 to 
carry the Committee through until January, 1955. After con- 
siderable delay, a sub-committee of the Committee on House 
Administration decided to recommend the reduced sum of 
$100,000 as an additional appropriation; later the full Com- 
mittee on Administration reduced this sum further to $65,000, 
which appropriation was granted by House Resolution 433 
on April 6, 1954. 

This additional appropriation was patently inadequate to 
enable this Committee to do the work for which it had been 


84 


created. Moreover, there were moments when considerable 
doubt existed whether any additional appropriation would be 
granted. This doubt, the long delay while its funds were be- 
ing exhausted, and other harassments to which the Commit- 
tee and its employees were subjected, made it impossible for 
the Committee to schedule any hearings until it had funds at 
hand. The Easter recess then faced the Committee. Thus the 
first hearing could not be scheduled until May 10, 1954. 
Moreover, radical revisions in the Committee’s plans had to 
be made. It was decided to hold such hearings as might be 
possible in May, June and early July and then to report. It was 
obvious that the appropriation which had finally been 
granted could not possibly support continued studies for the 
remainder of the Committee’s permitted life. 

A committee had been created by the previous Congress 
to investigate the same field. We shall refer to it as the “Cox 
Committee.” [Chairman was the late Representative E. E. 
Cox, of Georgia.] It had sent out questionnaires to about 1500 
foundations, and about two-thirds of the foundations solicited 
had filed answers to them. The material in these answers was 
found to be of considerable value. However, our staff was 
distressed to find that much of the data collected and memo- 
randa prepared by the previous staff were missing from the 
files. (Hearings, p. 14, et seq.) 

A request was made on November 16, 1953 for an execu- 
tive order to examine the forms known as 990A filed by foun- 
dations with the Internal Revenue Service. This order was not 
granted until February 11, 1954, and actual access to these 
reports, containing much valuable information which other- 
wise would have had to be obtained by individual solicitation 
from the foundations or by subpoena, was not granted by the 
Service until April 8, 1954. When access was finally obtained, 
the Committee was informed that it could not photostat these 
reports nor borrow them from the Service. This, in the light 
of their volume, limited their usefulness. Moreover, all the 
forms requested had not been brought into Washington from 
field offices. 

Sixteen public hearings were held, the last on June 17th. 
Further public hearings were discontinued by a resolution 
passed at an executive meeting of the Committee on July 1, 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 





— 





U.S. News & World Report 





1954. The Committee discontinued hearings with deep re- 
gret and only through necessity. It understood that de- 
priving foundation spokesmen of an opportunity to state 
positions orally might affect its public relations; it con- 
cluded, nevertheless, that the circumstances permitted no 
other course. Moreover, the discontinuance of the hearings 
resulted in no serious loss to the inquiry, for oral testimony 
in an investigation of this nature is of far less importance 
than research. 

Nor did the foundations lose any opportunity either to 
present their points of view or to receive attendant publicity. 
Written statements were solicited from them, which gave 
them the opportunity to answer the material already pre- 
sented to the Committee and to add freely such further com- 
ments as they might choose. These statements were carefully 
considered and added in full to the record. The statements 
were given full publicity and were widely reported in the 
newspapers, appearing in a most favorable manner in view of 
the fact that no critical comments by the Committee were 
simultaneously publicized. The foundations touched by the 
hearings were thus given a fair opportunity to put their best 
foot forward at the same time that they escaped the embar- 
rassment of -cross examination. 

The Committee’s work by no means ended with the discon- 
tinuance of public hearings. An investigation of this type is, 
after all, primarily a matter of laborious research; the research 
continued industriously, hampered only by a gradual reduc- 
tion in the staff which the Committee’s limited finances 
necessitated. 

In the following text we have used italics in conventional 
manner, but also to designate foundations and tax-free organi- 
zations other than universities, colleges, and schools, and 
to identify certain individuals, special reference to whose 
records is made in appendices. 


Il. THE APPROACH OF THE COMMITTEE 


The Cox Committee admittedly had been allotted insuffi- 
cient time within which to do a complete study or even ade- 
quately to outline the full scope of inquiry. The present Com- 
mittee deemed its mandate to be virtually a continuation of 
the investigatior of its predecessor. It considered itself au- 
thorized to make a study not only of specific abuses which 
might come to light but also of the general orientation of 
foundations in our society. 'It has deemed itself primarily 
a fact-finding body, intending to make recommendations to 
the House only where such seemed clearly wise. Principally, 
its function was considered to be to bring into clear relie 
any grave criticisms which appeared to be reasonably war- 
ranted in order that the House itself could have a basis for 
considering whether further action should be taken by way of 
additional study or the application of means of correction or 
control. 

The Committee was and is well aware of the many mag- 
nificent services which foundations have rendered to the 
people of the United States in many fields and areas, particu- 
larly in medicine, public health and science. Nothing has 
occurred to change its initial conviction that the foundation, 
as an institution, is desirable and should be encouraged. If 
little time is spent in this report reciting the good which the 
foundations have done, it is not because this Committee is 
unaware of it or in any way reluctant to acknowledge it. 
Rather, this Committee considers that it is necessarily con- 
cerned with the evaluation of criticisms. A fair judgment of 
the work and the position of foundations in our society must 
obviously take into account the great measure of benefit for 
which they have been responsible. At the same time, the 
power of these foundations is so great that a proper evaluation 
must give great weight to the dangers which have appeared 
in their operations in certain areas of activity. 
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We wish, therefore, to make clear that not even an infer- 
ential conclusion is to be drawn from this report that founda- 
tions are undesirable. Our conclusion is the opposite. It is our 
intention to present critical material for the very purpose of 
increasing the usefulness of foundations and of making their 
place in our society firmer and safer. We hope that such ma- 
terial will induce the foundations themselves to “clean 
house,” if that is necessary. This Committee is opposed to any 
unnecessary government regulation; and would recommend 
Congressional action only in so far as the seriousness of cer- 
tain abuses might be accompanied by any unwillingness of 
the foundations to reform themselves, or in the event that it 
were concluded that certain dangers could be guarded 
against only through regulation. 

It was our hope, to begin with, that no remedial action by 
the Congress might be necessary. But foundations play a part 
in our society the importance of which can hardly be exag- 
gerated; and, in the course of our investigation, evidence of 
very grave abuses accumulated to the point of indicating 
that intervention by Congress to protect our society is badly 
needed. Some remedies can be instituted at once. Others 
should perhaps be considered only after that continued and 
more intensive study of foundation activities which the 
facts already disclosed have proved to be utterly necessary. 
Even with an adequate appropriation, this Committee could 
probably not have done the full study of the subject which the 
circumstances warrant. It has been variously estimated that 
this would take a period of three to seven years, by a full 
staff amply financed. 

Our own studies soon disclosed the measure of this prob- 
lem. Accordingly, it was decided to limit the work by con- 
fining it to “foundations” included under Section 501 (c) (3), 
[formerly Section 101 (6)] of the Internal Revenue Code; 
and, within that category, to eliminate (except where direct 
reference seemed necessary for other reasons) consideration 
of (a) religious institutions, (b) operating academic institu- 
tions and (c) certain other sub-divisions of the 501 (c) (3) 
[formerly 101 (6)] class, as well as (d) the small foundations 
which are mere media for distributing the annual charitable 
income tax deductions of individuals and (e) other minor dis- 
tributing or collecting foundations. 

The term “foundation” is a broad one. In this report it is 
intended to denote “foundations” as the term is ordinarily 
used by the layman—indicating such foundations as The 
Rockefeller Foundation, The Carnegie Endowment for Inter- 
national Peace, The Ford Foundation, The Twentieth Century 
Fund, etc. We shall also, sometimes, include certain types 
of organizations which are “foundations” within the term 
but are not generally so recognized by the public. These 
are the intermediary organizations, used by foundations, such 
as The Social Science Research Council. 

For reasons to be explained later, we decided, moreover, 
to confine our inquiry chiefly to the activities of the founda- 
tions in what are known as the “social sciences.” 

This report is based upon the testimony at hearings; the 
statements filed by foundations and others; the other ma- 
terial included in the record; data and information secured 
by personal conferences, correspondence and telephone con- 
ferences; and materials assembled by a reading, study and 
analysis of books and literature relating to foundations and 
to the social sciences. 


Ill. THE FOUNDATIONS AND TAXES 


The Present Basis of Federal Interest. 

With an occasional but rare exception, foundations are 
created under state law. Their activities are, therefore, under 
state control, for the most part. The Federal government ac- 
quires its immediate interest through the tax laws. It has 
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never sought directly to regulate foundations, deeming this 
to be the province of the respective states in which the 
foundations are created and operate. But the Federal gov- 
ernment extends to foundations certain exemptions from 
Federal taxation. Their income is exempt from Federal in- 
come tax; contributions to them are free of gift tax and estate 
tax; and the donor is permitted a deduction for income tax 
purposes to the extent of 20% of the income of an individual 
donor and 5% of that of a corporate donor.* These exemptions 
are acts of grace by the Federal government. In so far as they 
relieve foundations and their creators and supporters from 
taxation, they impose a greater tax burden upon the gener- 
ality of the people of the country. Thus the Federal govern- 
ment permits the equivalent of public money to be used by 
these foundations. Accordingly, it is justified in applying 
certain restrictions on the right to the various exemptions 
granted to foundations. 

The theory behind such restrictions is simply that, as ex- 
emptions are acts of grace, the government may clearly 
impose such conditions on the exemptions as may be 
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to maintain more vigilant safeguards against abuses which 
have existed in the past. 


How Foundations Are Created. 
They may be created by act of Congress, but few have 
n. 

The usual methods are two: by the creation of a trust 
under state law, having “charitable” purposes; and by the 
creation of a corporation under the state law (generally what 
is known as a “membership corporation”) having exclusively 
“charitable” purposes. The trust is managed by trustees who 
usually are authorized to fill their own ranks as vacancies ap- 
pear. The corporation is managed by a board of trustees or 
directors, elected and replaced by the members. The members 
are usually small in number and it is not uncommon for the 
members to make themselves the directors. 


What Induces the Creation of Foundations. 
Mr. Leo Eagan, in an article on foundations in the New 
York Times of March 1, 1954, called attention to the “enor- 
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calculated to prevent abuse of the privilege and to pre- 
vent the use of the exempted funds against the public 
interest. 


The Possibility of Wider Interest. 


Whether a Constitutional basis for a more extended Fed- 
eral control of foundation activities can be found, other than 
that which the tax laws offer, is a matter which warrants care- 
ful study. The tax laws can control foundations only in limited 
fashion. If greater control becomes necessary or advisable, and 
a movement should come into being in some degree to sup- 
plant or amplify the control now resting with the states, a 
basis for legislative action might conceivably be found in the 
general welfare clauses of the Constitution or elsewhere in 
it; but this would require a careful study of constitutional 
law. The problem is not easy. 

Many suggestions have been made in the “there ought to 
be a law” area. This Committee repeats, however, that it does 
not favor any unnecessary extension of Federal jurisdiction. 
It hopes that whatever errors in foundation operation and 
management now exist may be corrected within the Federal 
tax laws, by state law and by the willingness of foundations 


*Under the 1954 amendments to the tax law an individual is 
granted a 30% deduction for charitable donations but only 20% 
of this may go to foundations. 
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mous growth that has taken place in the number and assets 
of foundations over the last fifteen years,” saying later: 


“All authorities agree that the number has risen rap- 
idly since 1939 and is still on the increase. It is likewise 
agreed that extremely high income and inheritance taxes 
on big incomes and estates have been a major factor in 
promoting this growth.” 


A very common use of smaller foundations is as a means 
for distributing at leisure the charitable donations which are 
deductible under the income tax law. This applies both to 
individual and corporate donors. Instead of rushing at the 
end of the year to make the necessary charitable payments 
to get within the full income tax deduction allowance, one 
single contribution is made to a foundation, which then may 
take its time to distribute the fund in detail. But these con- 
tributions are not always distributed. Technically, they con- 
stitute capital in the hands of the foundation, and not income. 
As the tax law proscribes the unreasonable accumulation of 
income, the distinction is important; the foundation may 
aggregate the donations received, paying out merely the 
income which this aggregation earns and holding the capital 
intact for some special purpose, perhaps to buy assets from 
the donor’s estate at his death. 
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In this era, the larger foundations are sometimes created 
because the donor, anticipating that part of his estate may be 
taxed at an almost confiscatory rate, prefers to set this part 
of his estate aside, tax free, for a public benefit rather than 
to have the greater part of it pass to the Government. 

But perhaps the most frequent motivation in the creation of 
large foundations today is that the proprietor of a substan- 
tial enterprise, who wishes to have it continued after his death 
in the hands of his family, has insufficient liquid means 
available to satisfy his estate tax obligations at death. There 
are other ways of solving the estate-liquidation problem, such 
as buy-and-sell agreements with other stockholders; the carry- 
ing of sufficient life insurance; the use of Section 303 [for- 
merly Section 115(g) (3)] of the Internal Revenue Code, 
which permits the corporation under certain circumstances to 
purchase enough stock from the deceased, without tax pen- 
alty to the estate, to pay the tax bill, etc. But there are many 
instances in which, no other means seeming practicable, a 
foundation is resorted to. 

The usual procedure then is to transfer (or arrange to 
transfer at death) to a foundation created for the purpose 
enough of the ownership of a corporation to reduce the 
estate tax impact to a point where the liquid assets of the 
proprietor (and other means he may have devised to solve the 
problem) are sufficient to meet the death taxes. Such dona- 
tions are usually in the form of preferred or non-voting stock. 
Combinations of these advantages result: 


1. The family may remain in full voting control; 

2. The family has a pleasant partner, managed by gen- 
tle hands; 

3. The family may reap the benefit of any increase in 
the value of the equity; 

4. If further inflation should come, it is the family 
which can become entitled to receive the benefit of the 
increase in monetary value of the company; 

5. No working capital is lost by the venture; and 

6. The foundation may even be used as a vehicle for 
the employment of associates and relatives. 


It is not always, however, non-voting stock which is trans- 
ferred to a foundation. Where a foundation is to be guided 
by friendly hands, the donor may be willing to let it become 
a partner in management by giving it voting stock. That was 
the case, for example, with the Duke Foundation, the as- 
sets of which include voting stock of the Duke Power com- 
panies. As the charter provides that this stock cannot be sold 
without the consent -of all of the trustees, a sale is unlikely 
and the voting stock is rather sure to remain in friendly 


hands. 


The Ford Foundation: An Example of the Use of 
a Foundation to Retain Management Control 
of an Enterprise. 

The Ford Foundation affords a good example of the use 
of a foundation to solve the death tax problem and, at the 
same time, the problem of how to retain control of a great 
enterprisé in the hands of the family. 90% of the ownership 
of the Ford Motor Company was transferred to The Ford 
Foundation, created for the purpose. Had it not been, it is al- 
most certain that the family would have lost control. The 
only practical alternative miyht have been to sell a large part 
of the stock to the public or to bankers, or to sell the entire 
Company. 

The huge taxes payable by the Ford estates could not 
have been paid without liquidating a considerable part— 
possibly a controlling part—of the family business. The solu- 
tion selected was to give away 90% of the Company to 
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“charity,” so that the greater part of the estates would be 
free of death taxation. 

The “charitable” transfers could have been made, of 
course, direct to universities, churches, hospitals and other 
institutions. But this would have put the donated stock of 
the Ford Company into the hands of strangers. For this rea- 
son, we assume, a foundation was created, and to make 
doubly certain that there would be no interference with the 
Company’s management, the donated stock was in the form 
of non-voting shares. Not only did the family thus retain 100% 
voting control, but the Ford Company lost no working capital 
whatsoever. Moreover, even non-voting stock can be some- 
thing of a nuisance in the hands of strangers but, held by an 
amiable creature, operated by friendly nominees of the fam- 
ily, it would not be likely to bring any pressure to bear on 
the management of the Company of the kind which might 
be expected of an alert general stockholder. 

There is nothing illegal about such a plan. It is entirely 
proper as the law now stands and it is a mechanism fre- 
quently used to reach just the results which the Ford family 





—Harris & Ewing 


WAYNE L. HAYS 


GRACIE PFOST 


The minority: “’...an Alice-in-Wonderland proceeding” 


anticipated. But in the case of a large company such as 
Ford, it is subject to considerable social or economic criticism 
on the ground of its unfair business impact. The April 1954 
issue of The Corporate Director contained a study of The 
Ford Foundation. It was referred to in detail by Mr. Aaron 
Sargent, a witness before the Committee (in full, Hearings, 
p. 373 et seq.). The article points out that members of the 
Ford family, as officers of the Ford Company, are able to 
draw salaries and are thus in a position, being assured of 
their own income, to allow the Company to operate on a cost 
basis, without having to pay dividends. By that means, they 
could bring destructive economic power to bear upon com- 
petitors of the Ford Company which must pay dividends 
to stockholders and maintain a credit position. No other 
automobile manufacturing company is in a position to 
ignore stability of earnings or continuity of dividend pay- 
ments. If General Motors or Chrysler earned no money, 
the article said, the management heads would roll; but 
Ford management would remain in power regardless of its 
earning record. 

There is no evidence that the Ford Company has taken 
any unfair advantage of its competitors in the manner which 
the article describes as possible. The point is discussed here 
merely to illustrate an abuse which can accompany the use 
of a foundation in business and estate planning. 
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The Ford Foundation has been criticised in another respect, 
however, relating to unfair competition. The television pro- 
grams and other enterprises conducted by the Foundation 
advertise the name of “Ford.” This, say some critics, be- 
cause the associtaion with the Ford automobile is self- 
evident, constitutes a form of advertising with the public’s 
money and gives the Ford Company an undue advantage 
over its competitors. 


The Reid Foundation: Another Example of the Use 
of a Foundation to Retain Management Con- 
trol of an Enterprise. 


On August 2, 1946, Ogden M. Reid created and transferred 
to The Reid Foundation, Inc. seventeen promissory, non- 
interest bearing notes dated January 2, 1942, payable to him 
by the publishing company which owns the New York Herald- 
Tribune, a newspaper. The notes were payable annually, 
starting April 15, 1953 and ending April 15, 1969. Further 
notes and open accounts were left to the Reid Foundation 
under Mr. Reid’s will. The gift of the notes, and the bequest 
of further notes and open accounts, were apparently cleared 
as free of gift tax and estate tax respectively. 

There seems to be considerable doubt whether these trans- 
fers were truly tax-exempt, and a careful review of the facts 
by the Internal Revenue Service might well be in order. The 
notes and open accounts aggregated about eight and one-half 
million dollars in face value, resulting in a huge saving in 
taxes to Mr. Reid’s estate. 

The deed of gift which transferred the first batch of notes 
($2,473,392.05) to the Foundation was an odd instrument. 
The notes bear no interest. On the other hand, the transfer 
authorizes the collection of the notes by the Foundation only 
“for its sole use and benefit.” We assume this means that the 
notes apparently cannot be transferred or sold. The Founda- 
tion thus has been given a frozen asset, bearing no income, 
and with no right to sell it to produce income from reinvest- 
ment. Is that a true “charitable” gift entitling the donor and 
his estate to tax exemption? We doubt it. 

It might be answered that the Foundation, even if it earns 
no interest on the notes, can spend its principal. True, but 
its only obligation under the tax law is to pay out its income— 
a payment on a note would constitute principal and not in- 
come. Moreover, the notes are not payable unless the New 
York Tribune, Inc. cares to pay them. For the deed of gift 
provides that the Foundation “at the request of New York 
Tribune, Inc., and from time to time, will extend or consent 
to the extension of the time of payment of said indebtedness 
or any part thereof on such terms and conditions as a ma- 
jority of the directors of the Donee may in their discretion 
decide.” The only condition put upon this right of the 
publishing company to get an extension of its obligations is 
“Unless such action would in the opinion of a majority of the 
directors of the Donee, prejudice the right of the Donee to 
ultimate payment of the said indebtedness.” We have itali- 
cized the term, “the right”,—the condition is only that noth- 
ing shall be done to destroy the bare legal right eventually 
to collect—in other words, the trustees are merely prohibited 
from completely abandoning the right to collect a thousand 
years from now. Note also that, while the Foundation may 
stage “terms and conditions” for an extension of payment, 
they cannot deny the right to an extension which perpetu- 
ates the debt. Note, finally, that the directors of the Founda- 
tion were nominees of its creator, the donor of the notes. 
What is of even greater significance is that of the seven 
directors of the Foundation, four are directors of the Herald- 
Tribune (see accompanying chart). The two boards are, 
therefore, in relation to purposes of control, Tweedledum 


and Tweedledee. 
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New York Reid Foundation, 
Officers Herald-Tribune Inc. 
Chairman Helen Rogers Reid., None. 
President Whitelaw Reid., Helen Rogers Reid., 
Executive vice William E. None. 
president Robinson., 
Vice president None. Whitelaw Reid., 
Treasurer ; A. V. Miller., Whitelaw Reid., 
2d vice president None. William E. 
Robinson., 
Secretary Stanley D. Brown. William E. 
Robinson., 
Directors Geoffrey Parsons., Ferdinand 
Eberstadt. 


Oveta Culp Hobby. 
Charles Seymour. 
Ogden Reid. 


Roy Gasser. 
Wilbur Forrest. 
George Cornish. 
Warner R. Moore.4 
James Parton.; 
Everett Walker. 
Howard Davis., 
Ogden Reid., 


Barney Cameron., 


There are other conditions in the deed. No action can be 
started to collect the notes unless (a) a majority of the direc- 
tors of the Foundation agree and (b) their decision is that 
the action is necessary to protect “the rights” of the Donee to 
ultimate payment—not ultimate payment but the rights to 
ultimate payment. And the Foundation may compromise the 
indebtedness (that is, forgive it in as large a part as it 
wishes), at will, and thus virtually make a gift to the Herald- 
Tribune of property dedicated to public use. 

But perhaps the most interesting clauses in the deed are 
those which cast grave doubt on the basic tax-exempt char- 
acter of the Foundation. The deed recites that “It is under- 
stood and agreed” * * * that the ultimate payment of said 
notes may be dependent upon the continuing operation as a 
going concern of New York Herald-Tribune, Inc. * ° * 
“accordingly,” the deed proceeds, the Donee agrees to cer- 
tain conditions applying to the notes. The very first ol 
these is: 


“New York Tribune, Inc. shall be given by the Donee 
every reasonable opportunity and the full cooperation of 
the Donee to work out its financial affairs.” 


It is the conclusion of this Committee that what was in- 
tended was a business arrangement. We conclude that the 
Foundation was not to be engaged solely in charitable work 
as required by the rules exempting 501 (c) (3) [formerly 
101 (6)] organizations. It was to exercise charity in behalf 
of the New York Herald-Tribune. It was to subordinate 
whatever philanthropic work had been planned to the welfare 
of that newspaper and the interest of the Reid family in it. 
It was a business deal. There was no free gift of the notes. 
They were transferred pursuant to a contract under which 
the Foundation agreed to assist the publishing company in its 


1 Also member of board of directors. 

2 Chief editorial adviser, formerly chief editorial writer; son (Jr., 
as foreign editor, New York Herald-Tribune, now with NATO, 
Paris ). 

3 Executive editor, New York Herald-Tribune. 

« Business manager, New York Herald-Tribune. 

6 Assistant to president, New York Herald-Tribune. 

¢ Managing editor, New York Herald-Tribune. 

t Formerly executive vice president, now president, American 
Newspaper Publishers Association 2 
* “President, New York Herald-Tribune, S. A. since 1953 

(Volume 28, Who’s Who). 

® Circulation department, New York Herald-Tribune. 
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financial problem and, by inference, but clear inference, to 
make this objective superior to its presumed charitable 
function. 

It was on its face, a magnificently designed arrangement. 
Whether or not Ogden Reid’s estate could have paid the 
heavy death duties, if eight and a half million dollars had not 
been exempted, we do not know. It is very likely that it 
might have been impossible to pay the taxes on this addi- 
tional eight and a half million and still retain in the family 
control of a Herald-Tribune left financially sound. The gen- 
eral plan adopted was somewhat similar to that used by 
the Ford family. However, the Ford arrangement seems 
entirely within the scope and intent of the exempting law, 
while the Reid arrangement would seem to violate both 
its intent and its specific restrictions. We wonder if Inter- 
nal Revenue should not review its decision to exempt the 
Foundation. 

Comparatively little in the way of “charity” has been 
done by the Foundation in relation to the size of its as- 
sumed capital—and naturally so. Earning no interest, it is 
dependent on capital payments from the Herald-Tribune 
when it chooses to make payments. There have been some 
principal payments, and some of these have evidently 
been used to create Reid Fellowship. and for other purposes. 
But its performance as an eight and a half million dollar 
foundation has been, in the aggregate, understandably piti- 
ful—its first obligation has been to support the Herald- 
Tribune. 

It must be noted, in closing this discussion of the Reid 
Foundation, that the New York Herald-Tribune leveled quite 
extraordinarily savage attacks at this Committee during its 
work, both in that newspaper’s editorials and in what pur- 
ported to be its news columns. 


Eugene and Agnes E. Meyer Foundation 

Unlike the Reid Foundation the Meyer Foundation did 
not receive its primary impetus because of the death of the 
donor; as a matter of fact, it is typical of foundations set up 
by individuals in order to provide an orderly and consistent 
method of making contributions to their chosen charitable 
and educational institutions. No criticism is made of this 
entirely legitimate use of foundations. 

However, this Committee has some doubts in connection 
with the close relationship of the Foundation and the Wash- 
ington Post Company, which in addition to owning the 
Washington Post and Times-Herald also owns all the stock 
of WTOP, Inc., a radio and TV station in Washington, D. C., 
as well as a radio and TV station in Jacksonville, Florida. 
The assets of the Foundation (1953) are approximately 7.8 
million dollars, of which 1.65 million dollars are invested in 
various securities. The balance of 6.2 million dollars appar- 
ently represents the value of 153,750 shares of Class B (non- 
voting) Common Stock of the Washington Post Company 
held by the Foundation. 

The net worth of the Washington Post Company cannot 
be obtained from the company itself. However, there are a 
total of 186,750 shares of Class B (non-voting) Common 
Stock outstanding, as well as 12,724 shares outstanding of 
Class A (voting) Common Stock. The 153,750 shares of 
Class B Common Stock held by the Foundation represents 
82.5% of the total of such shares. None of the voting stock 
is held by the Foundation, but according to limited informa- 
tion available the greater portion is controlled by Mr. and 
Mrs. Meyer. 

In view of this intimate relationship, the intensely critical 
attitude of the Washington Post and Times-Herald toward 
the work of this Committee appears to be something in the 
nature of a defense mechanism, rather than the unbiased re- 
porting of facts by a newspaper. 
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Again, this is a subject which warrants further study—to 
insure that the press will be free of undue influence by any 
group with an axe to grind, whether such groups are tax 
exempt or other types of corporate organizations. 


Taxes and the Increasing Foundation Birth Rate. 

It is the pressure of the present high rates of taxation which 
now induces the creation of foundations. Some of the founda- 
tion executives who testified before the Cox Committee 
opined that the birth rate of foundations must soon decline 
because great fortunes can no longer be made. This opinion 
seems incorrect. When Counsel asked Mr. Andrews, the Com- 
missioner of Internal Revenue, whether the high tax rates of 
recent years had not “materially increased the incidence of 
foundations” largely as a means for solving the problem 
of liquidating estate tax obligations, the Commissioner 
answered: “There is no doubt in the world about that.” 
(Hearings, p. 462.) Despite high taxation, great fortunes con- 
tinue to be made. Witness the new oil fortunes of Texas, 
Oklahoma and elsewhere, as well as other startling accumula- 
tions of wealth. Indeed, many existing small foundations are 
deceptive. They have been created with small capital, to be 
in being at the death of the donor for the purpose of receiv- 
ing huge testamentary bequests. 

There is no reason to suppose that great fortunes will not 
continue to be built, each of which will be faced with the 
serious problem of preparing for the death tax impact. 
Moreover, it is not only the enormously rich who create 
foundations today. Countless owners of substantial business 
enterprises are today planning to solve their estate problems 
through the use of foundations, and there is reason to believe 
that this tendency will continue and perhaps even increase. 
Ingenious experts in estate and tax planning have devised 
many interesting ways to use a foundation in an estate or 
business plan. The use of a foundation to permit a family to 
control a business after the death of the proprietor is widely 
promoted. For example, the August 15, 1954 issue of the 
J. K. Lasser Tax Reports contains this statement: 


“Note there is nothing wrong—morally or legally—in 
using a foundation to effectuate tax savings. A family can 
legitimately establish a foundation where charitable mo- 
tives are closely tied to reduced costs of charitable giving 
because of income tax deductions allowed. Also, the owner 
of a business may create a foundation so as to cut his 
estate tax and leave his family in control of the business 
after death—he leaves non-voting stock to the foundation 
with his family retaining the voting stock. Control of the 
auto company was retained by the Ford family in that 
way. 


What is an increasing, rather than a decreasing, birth rate, 
and an increasing aggregate of foundation funds, makes the 
problems treated by this Committee all the more serious. In 
an address delivered at the University of Chicago on No- 
vember 27, 1952, General Counsel to this Committee said: 


“It seems to me that the ingenious legal creatures devel- 
oped by tax experts to solve the unusual social, eco- 
nomic, and legal problems of the past several generations 
will become Frankensteins, though perhaps benevolent 
ones. It is possible that, in fifty or a hundred years, a 
great part of American industry will be controlled by 
pension and profit-sharing trusts and foundations and a 
large part of the balance by insurance companies and labor 
unions. What eventual repercussions may come from such 
a development, one can only guess. It may be that we will 
in this manner reach some form of society similar to social- 
ism, without consciously intending it. Or it may be, to 
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protect ourselves against the strictures which such con- 
centrations of power can effect, that we might have to enact 
legislation analogous to the Statutes of Mortmain which, 
centuries ago, were deemed necessary in order to prevent 
all of England’s wealth from passing into the hands of the 
church.” 


If a great increase in the aggregate of foundation funds 
should occur, either foundations will have to operate in a 
way which the country will be certain is to its incontrovertible 
benefit or else strict rules of control may have to be enacted. 


Corporate-Created Foundations. 

High corporate tax rates have added to the birth rate of 
foundations. Many corporations, faced with excess profits 
taxes, created foundations to take advantage of their full per- 
mitted income tax deduction for charitable gifts. By creat- 
ing their own vehicles for distribution, they are able better to 
organize and plan the distribution of their “charities.” 
They can make a single contribution at the end of each year 
to the foundaton and then, as in the case of an individual 
creating one for the same purpose, take time to plan out the 
individual grants. As each year’s contribution is gapital in the 
hands of the fourdation and not income—only the income 
from these contributions need be distributed. Thus there 
is the possibility of large funds being built up by corporation- 
created foundations which can add considerably to the aggre- 
gate mass of foundation funds. 

This Committee has not wished to take time from more 
pressing problems to go into the corporate area. However, 
corporation-created foundations present some special prob- 
lems which are worth full study. 

Two groups are sometimes inclined to oppose corporation- 
created foundations—labor and the stockholders of the indi- 
vidual corporation. Labor’s argument is: If there is any 
unneeded surplus, why not pay it to us in increased wages? 
The stockholders’ argument is: If there is unneeded surplus, 
why not pay it to us in dividends?—by distributing to charity 
what are really our profits (for we are the proprietors of 
the company) are you not forcing us to make distributions 
we may not wish to make? These arguments strike, basically, 
at the corporate charitable donations, as such, of course, and 
not at foundations per se. 

But there is much to be said on the other side. From a so- 
cial point of view, the advocates of corporation-created 
foundations say: private support of philanthropic causes is 
vital to our society, and corporations should do their part—or, 
corporate philanthropic giving is now larger, in the aggregate, 
than individual giving and, to dry it up, would be catastrophic 
for the supported “charities”—or, corporate giving is cheaper 
than giving by the individual shareholder, whose profits, if 
he pays them out, would first have been subjected to corporate 
income tax. 

From a practical point of view, they argue: the corporation 
can designate “charities” which are directly beneficial to its 








employees and to the community within which it operates 
and, thus, serve a practical business purpose in bettering 
public relations—or, the corporation can make donations which 
can have a definitive benefit to itself or to its industry— 
as in the case of grants to technical schools and to universities 
and colleges where possible future employees can be 
trained and improved methods and devices can be developed. 

Aside from the problems arising out of the conflicts of in- 
terest among the stockholders, the employees and the cor- 
poration itself, there are philosophic problems involved 
which merit consideration. A corporation is a legal entity, 
entitled in many respects to the same treatment as an in- 
dividual. But there is a limit to its assumption of personality. 
Certain privileges given as a matter of social grace to in- 
dividuals need not necessarily be granted to the fictitious 
personality of a corporation. Nor has a corporation any 
inalienable rights. Whether a corporation, as such, is quali- 
fied to exercise charitable patronage, involving factors such 
as pity and conscience is questionable. 

The problem of limiting or controlling such foundations 
should be studied carefully. We shall point out in this report 
how vast can be the power of an individual foundation, 
and how much greater when foundations act in combina- 
tion. The potential danger should not be overlooked that 
huge corporation-created foundations might play too strong 
and active a part in our social structure. The answer to 
this problem is not abolition but some intelligent supervision 
or limitation. 


IV. STATISTICAL MATERIAL 


No comprehensive statistics are available. The source from 
which one might expect to get them is the Internal Revenue 
Service. However, Section 101 (6) of the Internal Revenue 
Code included various types of tax-exempt organizations 
in addition to foundations. Moreover, foundation bookkeep- 
ing introduced complications such as cross-grants. Therefore, 
the Service would have been unable to produce complete 
statistics except at prohibitive cost in labor and money. 

The staff of this Committee assembled, and commented 
upon, some valuable statistics based chiefly on the answers 
to the questionnaires sent out by the Cox Committee. See 
Hearings, page 9, et seq. (Note that some adjustment must be 
made in using these statistics in view of the depreciation of 
che dollar in recent years.) Statistical studies made by 
others, notably the Russell Sage Foundation, though neces- 
sarily incomplete, are also useful to give some basic financial 
facts. 

There are between six and seven thousand foundations at 
the present time, probably close to the latter figure. Their 
aggregate funds amount to some $7,500,000,000, and their 
aggregate annual income to nearly $675,000,000. It is esti- 
mated that foundations of $10,000,000 capital or over com- 
prise only 7% of the total number, but account for 56% of the 
total endowment and 32% of the aggregate income of 
foundations. 





PART TWO: FINDINGS OF FACT 


V. PREFATORY NOTES AND 
SUMMARY OF FINDINGS 


The “full and complete” investigation anticipated by the 
creating resolution was an impossibility under the conditions 
met. To some extent, therefore, this must be regarded as a 
pilot study. 

The creation of this Committee was greeted by some with 
the question: “Why another investigation of foundations when 
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AND SUPPORTING MATERIAL 


we had one so recently?” The answer can be found in a 
comparison of the material produced by the Cox Committee 
and by this one. The Cox Committee simply did not have 
time to do much more than it did. 

A Congressional committee of this kind is chiefly depend- 
ent on its counsel and staff for the production of research 
material. In its approximately six months of theoretical, and 
approximately four months of practical existence, the Cox 
Committee’s counsel and staff did not have time to do that 
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preliminary research which might have disclosed extremely 
important critical material. It did not even use a considerable 
amount of the material it had at hand, as much of its energies 
were consumed in listening to adulatory testimony by founda- 
tion executives and supporters. 

Hampered and limited as the current investigation has 
been, it has well merited the energy given to it. It has dis- 
closed and assembled material never before integratedly ex- 
hibited to the Congress and the people, and opened up lines 
of inquiry, the seriousness of which cannot be overempha- 
sized. It should act as a base for a far more intense and 
extended investigation. It is the conclusion of this Commit- 
tee that the subject of foundations urgently requires the 
continued attention of Congress. 

Should the study be resumed, we recommend that it be on 
a somewhat different basis. The process of investigation 
through public hearings is inadequate for a subject such as 
that of foundations. As we have said, an inquiry into this 
subject is primarily a research undertaking. The materials of 
most value are to be found in voluminous literature, reports 
and records. Deciding among points of view becomes chiefly 
a matter of processing the mass of research material which 
is available, and determining, not on the basis of. witnesses’ 
opinions but on a judicial weighing of the factuai evidence, 
which are correct. 

To some extent, sampling methods must be used. 

Reliance on staff work and staff reports seems essential. 
The Temporary National Economic Committee (TNEC) 
used similar methods. It conducted hearings but leaned 
heavily on staff reports published in over forty volumes. 
There is need for a similar thoroughness in approaching the 
foundation problems, a time-consuming use of library sources, 
of questionnaires and of field studies in addition tc hearings, 
public or private. 

It would thus be an injustice to arrive at generalized con- 
clusions except upon intense studies of wide sampling. Gen- 
eralizing from a small sample might well give a distorted 
picture and cause for rightful complaint by those to whom 
the generalizations do not apply. We have, ourselves, tried 
to be very careful not to arrive at final conclusions on gen- 
eral bases, except where the facts seemed incontrovertibly 
to justify it. Where we have arrived at specific, in contrast 
to generalized, conclusions, it has been upon specifically 
pertinent material. 

In some instances the experience of one particular tounda- 
tion or a sampled group may indicate a significant trend in 
foundation activities. It may illustrate what happens, under the 
system of foundation tax exemption, to the citizens who estab- 
lish foundations, to the trustees who manage them in theory 
and to the executives who manage them in fact. Foundations 
cannot be understood except in relation to their acts. 


Summary of Committee Findings 

Subject, then, to the foregoing comments, the following is 
a brief summary of the more important findings of this 
Committee. It is introduced here in introductory fashion. 
Further conclusions and findings are contained in the subse- 
quent text. Moreover, a reading of the text is often necessary 
to amplify the brief statement of a finding here given. 


THE COMMITTEE FINDS AS FOLLOWS: 

1. The country is faced with a rapidly increasing birth- 
rate of foundations. The compelling motivation behind this 
rapid increase in numbers is tax planning rather than 
“charity.” The possibility exists that a large part of Amer- 
ican industry may eventually come into the hands of foun- 
dations. This may perpetuate control of individual enterprises 
in a way not contemplated by existing legislation, in the hands 
of closed groups, perhaps controlled in turn by families. 
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Because of the tax exemption granted them, and because 
they must be dedicated to public purposes, the foundations 
are public trusts, administering funds of which the public is 
the equitable owner. However, under the present law there 
is little implementation of this responsibility to the general 
welfare; the foundations administer their capital and income 
with the widest freedom, bordering at times on irrespon- 
sibility. Wide freedom is highly desirable, as long as the 
public dedication is faithfully followed. But as will be 
observed later, the present laws do not compel such 
performance. 

The increasing number of foundations presents another 
problem. The Internal Revenue Service is not staffed to 
adequately scrutinize the propriety and legality of the work 
of this ever-enlarging multitude of foundations. 

2. Foundations are clearly desirable when operating in 
the natural sciences and when making direct donations to 
religious, educational, scientific, and other institutional 
donees. However, when their activities spread into the field 
of the so-called “social sciences” or into other areas in which 
our basic moral, social, economic, and governmental princi- 
ples can be vitally affected, the public should be alerted to 
these activities and be made aware of the impact of founda- 
tion influence on our accepted way of life. 

3. The power of the individual large foundation is enor- 
mous. It can exercise various forms of patronage which carry 
with them elements of thought control. It can exert immense 
influence on educational institutions, upon the educational 
processes, and upon educators. It is capable of invisible 
coercion through the power of its purse. It can materially 
predetermine the development of social and political concepts 
and courses of action through the process of granting and 
withholding foundation awards upon a selective basis, and 
by designing and promulgating awards upon a selective basis, 
and by designing and promulgating projects which propel 
researchers in selected directions. It can play a powerful part 
in the determination of academic opinion, and, through this 
thought leadership, materially influence public opinion. 

4. This power to influence national policy is amplified 
tremendously when foundations act in concert. There is such 
a concentration of foundation power in the United States, 
operating in the social sciences and education. It consists 
basically of a group of major foundations, representing a 
gigantic aggregate of capital and income. There is no con- 
clusive evidence that this interlock, this concentration c‘ 
power, having some of the characteristics of an intellectual 
cartel, came into being as the result of an over-all, conscious 
plan. Nevertheless, it exists. It operates in part through cer- 
tain intermediary organizations supported by the foundations. 
It has ramifications in almost every phase of research and 
education, in communications and even in government. Such 
a concentration of power is highly undesirable, whether the 
net result of its operations is benign or not. 

5. Because foundation funds are public funds, the trustees 
of these organizations must conscientiously exercise the high- 
est degree of fiduciary responsibility. Under the system of 
operation common to most large foundations this fiduciary 
responsibility has been largely abdicated, and in two ways. 
First, in fact if not in theory, the trustees have all too fre- 
quently passed solely upon general plans and left the detailed 
administration of donations (and the consequent selection of 
projects and grantees) to professional employees. Second, 
these trustees have all too often delegated much of their 
authority and function to intermediary organizations. 

6. A professional class of administrators of foundation 
funds has emerged, intent upon creating and maintaining 
personal prestige and independence of action, and upon pre- 
serving its position and emoluments. This informal “guild” 
has already fallen into many of the vices of a bureaucratic 
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system, involving vast opportunities for selective patronage, 
preference and privilege. It has already come to exercise a 
very extensive, practical control over most research in the 
social sciences, much of our educational process, and a good 
part of government administration in these and related fields. 
The aggregate thought-control power of this foundation and 
foundation-supported bureaucracy can hardly be exaggerated. 
A systen has thus arisen (without its significance being 
realized by foundation trustees) which gives enormous power 
to a relatively small group of individuals, having at their 
virtual command, huge sums in public trust funds. It is a 
system which is antithetical to American principles. 

7. The far-reaching power of the large foundations and 
of the interlock, has so influenced the press, the radio, and 
even the government that it has become extremely difficult 
for objective criticism of foundation practices to get into news 
channels without having first been distorted, slanted, dis- 
credited, and at times ridiculed. Nothing short of an unham- 
pered Congressional investigation could hope to bring out 
the vital facts; and the pressure against Congressional in- 
vestigation has been almost incredible. As indicated by their 
arrogance in dealing with this committee, the major founda- 
tions and their associated intermediary organizations have 
intrenched themselves behind a totality of power which pre- 
sumes to place them beyond serious criticism and attack. 

8. Research in the social sciences plays a key part in the 
evolution of our society. Such research is now almost wholly 
in the control of the professional employees of the large 
foundations and their obedient satellites. Even the great sums 
allotted by the Federal Government for social science research 
have come into the virtual control of this professional group. 

9. This power team has promoted a great excess of em- 
pirical research, as .contrastec with theoretical research. It 
has promoted what has been called an irresponsible “fact 
finding mania.” It is true that a balanced empirical approach 
is essential to sound investigation. But it is equally true that 
if it is not sufficiently balanced and guided by the theoretical 
approach, it leads all too frequently to what has been termed 
“scientism” or fake science, seriously endangering cur society 
upen subsequent general acceptance as “scientific” fact. It 
is not the part of Congress to dictate methods of research, but 
an alertness by foundation trustees to the dangers of support- 
ing unbalanced and unscientific research is clearly indicated. 

10. Associated with the excessive support of the empirical 
method, the concentration of power has tended to support 
the dangerous “cultural lag” theory and to promote “moral 
relativity”, to the detriment of our basic moral, religious, 
and governmental principles. It has tended to support the 
concept of “social engineering’—that “social scientists” and 
they alone are capable of guiding us into better ways of living 
and improved or substituted fundamental principles of action. 





11. Accompanying these directions in research grants, the 
concentration has shown a distinct tendency to favor political 
opinions to the left. These foundations and their intermedi- 
aries engage extensively in political activity, not in the form 
of direct support of political candidates or political parties, 
but in the conscious promotion of carefully calculated po- 
litical concepts. The qualitative and quantitative restrictions 
of the Federal law are wholly inadequate to prevent this 
mis-use of public trust funds. 

12. The impact of foundation money upon education has 
been very heavy, largely tending to promote uniformity in 
approach and method, tending to induce the educator to 
become an agent for social change and a propagindist for the 
development of our society in the direction of some form of 
collectivism. Foundations have supported text books (and 
books intended for inclusion in collateral reading lists) which 
are destructive of our basic governmental and social principles 
and highly critical of some of our cherished institutions. 

13. In the international field, foundations, and an inter- 
lock among some of them and certain intermediary organiza- 
tions, have exercised a strong effect upon our foreign policy 
and upon public education in things international. 

This has been accomplished by vast propaganda, by sup- 
plying executives and advisers to government and by con- 
trolling much research in this area through the power of the 
purse. The net result of these combined efforts has been to 
promote “internationalism” in a particular sense—a form di- 
rected toward “world government” and a derogation of 
American “nationalism.” Foundations have supported a con- 
scious distortion of history, propagandized blindly for the 
United Nations as the hope of the world, supported that 
organization’s agencies to an extent beyond general public 
acceptance, and leaned toward a generally “leftist” approach 
to international problems. 

14. With several tragically outstanding exceptions, such as 
The Institute of Pacific Relations, foundations have not di- 
rectly supported organizations which, in turn, operated to 
support Communism. However, some of the larger founda- 
tions have directly supported “subversion” in the true mean- 
ing of that term, namely, the process of undermining some of 
our vitally protective concepts and principles. They have ac- 
tively supported attacks upon our social and governmental 
system and financed the promotion of socialism and col- 
lectivist ideas. 


[Part Two of the 432-page report continues with a discus- 
sion of the power of the large foundations, the interrelation 
of the foundations, the type of research being done in the 
social sciences, the political activities of the groups, their in- 
fluence on education and foreign policy, and the problem of 
“Communism and subversion.’’—Editor’s Note. ] 





[Part Three of the report includes some final comments and 
special recommendations by the Committee. Ahead of a 190- 
page appendix and the minority views are the statements of 
Chairman Reece and Representative Goodwin. In the official 
report, the latter’s statement is identified as “Additional Views 
of Angier L. Goodwin.” The “Additional” presumably refers 
to the fact that Mr. Goodwin is also one of the signers of the 
majority report.—Editor’s Note.] 

Following are the concluding paragraphs of Part Three: 


While this Committee has spent little time in investigating 
the activities of foundations in the natural sciences on the 
ground that their performance in this area has been subjected 
to very little criticism, a continued inquiry might well give 
attention to this field in relation to the problem of subversion. 
There is evidence that some foundations and foundation- 
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supported scientific enterprises have been used by Commu- 
nists, through a special form of infiltration which has escaped 
the notice of those in control. Several important scientific 
projects seem to have been so employed for Communist pur- 
poses. They have become clearing centers for building up the 
reputation of persons of hidden Communist persuasion and 
subsequently placing these pseudo-scientists in situations 
where they are able to engage in espionage. The process 
includes using the assistance of scientists who are fellow- 
travellers or outright Communists to provide the material 
which is then used by the infiltrate to establish his scientific 
reputation. This is all done so adroitly that the foundations 
which support such projects know nothing of it. 

This Committee was fortunate in securing Mr. Rene A. 
Wormser, of New York, as general counsel. In addition to 
his great ability he brought to the Committee a wealth of 


© U.S. NEWS & WORLD REPORT, Dec. 31, 1954 








‘al 
ol- 


s- 
on 


the 


of 


nu- 
ed 
tific 
yur- 


and 
jons 
cess 
low- 
arial 
tific 
ions 
> A. 


n to 


h of 





U.S. News & World Report 





training and experience in the field of our inquiry. The Com- 
mittee appreciates his devotion to the task and the superior 
contribution he has made. The Committee has relied heavily 
upon him in assembling and consolidating the material em- 
bodied in this report. He and Mr. Arnold Koch, the associate 
counsel, were able to associate themselves with the Commit- 
tee only at considerable personal sacrifice. 

The Committee has received material assistance from the 
Internal Revenue Service which has been at all times co- 
operative, from the Government Printing Office, the Library 
of Congress, and from the Senate and House committees 
covering certain aspects of the subject matter involved. 


The Committee also desired to express its appreciation and 
give recognition to the able and untiring work of the members 
of the staff. 

The foregoing report is respectfully submitted, this 20th 
day of December, 1954, on the affirmative votes of the follow- 
ing members: 

B. Carro_t REECE, Chairman, Tennessee. 
Jesse P. Woxcort, Michigan. 
AnciER L, Goopwin, Massachusetts. 

Casting contrary votes were: 

Wayne L. Hays, Ohio. 
GraciE Prost, Idaho. 





STATEMENT OF B. CARROLL REECE SUPPLEMENTAL TO 
THE MAJORITY REPORT 


In view of the decision of the ranking minority member of 
the Committee [Wayne L. Hays (Dem.), of Ohio] to file 
a minority report, copies of which will not be made avail- 
able to the other members of the Committee until released 
to the press, I feel it is desirable to include a brief sum- 
mation of the attempts to frustrate the work of the Com- 
mittee for which the ranking minority member has been 
responsible. 

It was made clear at the outset that the inquiry was to be 
an objective study. In line with this purpose and after con- 
sultation by Counsel with attorneys for some of the founda- 
tions, the Committee decided to inform the foundations in 
advance of the main lines of criticism into which inquiry 
would be made, giving sufficient supporting evidence so that 
they would know what to reply to in their own testimony. 
This decision was unanimous. It seemed the most fair ap- 
proach for the foundations. 

In accordance with the unanimously agreed procedure, 
and also by unanimous assent, Mr. Dodd, the Director of 
Research, prepared an initial report to the Committee which 
was read into the record at the first two hearings. This re- 
port, representing his tentative personal observations after 
initial studies had been made, was intended to indicate the 
main lines of inquiry. His report stated: 


“As this report will hereafter contain many statements 
which appear to be conclusive, I emphasize here that 
each one of them must be understood to have resulted 
from studies which were essentially exploratory. In no 
sense should they be considered proved. I mention this 
in order to avoid the necessity of qualifying each as made.” 


This statement could not be clearer. On the first day 
both the Chairman and Counsel made the purpose of the 
report utterly clear—it was “to give the foundations an op- 
portunity to know what most important matters we want to 
go into in relation to them.” During the hearings this identi- 
fication of Mr. Dodd’s report was repeated both by the 
Chairman and Counsel. Yet the ranking minority member 
repeatedly asserted that the majority had arrived at pre- 
judged’ decisions. Newspapers reported him as having said 
that this was an “Alice-in- Wonderland” investigation in which 
a decision had been made in advance of the trial of a case. 
The majority submits that in taking this attitude the ranking 
minority member intended to discredit and harass the in- 
vestigation, and to impugn the good faith of the majority 
and of the staff. 

From the start, Mr. Hays has assumed an attitude of ag- 
gressive suspicion and insulting distrust of the majority 
members and the staff. He has said frequently that he has 
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known in advance what the majority was going to decide. 
The shoe is, in fact, on the other foot. Mr. Hays could not 
have made clearer, from the beginning of our work, that he 
intended to frustrate the investigation to the limit of his 
abilities, and to attempt wholly to “whitewash” the founda- 
tions. 

The lines have not been drawn in this Committee on a 
political party basis. The opinions of the majority are not 
party-line opinions. They are not “Republican” opinions, any 
more than the opinions of the minority are “Democratic” 
opinions. Many Democrats voted for the establishment of 
this Committee, and many Republicans voted against it. 
There is no party significance whatsoever in this Committee’s 
work, which crosses party lines, and I am confident that our 
findings will find both supporters and opponents in both 
parties. 

Sixteen public hearings were held, in the course of which 
the patient attempt was made by the Chairman to follow 
the procedure unanimously agreed upon in advance: that 
the main lines of criticism to be investigated were first to be 
aired, with sufficient evidence to show the reasonableness of 
investigating them, after which the foundations were to be 
brought into the hearings to state their positions. 

The last public hearing was held on June 17th. Further 
public hearings were discontinued by a resolution passed by 
the majority at an executive meeting on July 2, 1954. 

The reason for the cessation of hearings was that the 
attitude and conduct of the ranking minority member had 
made it impossible to conduct orderly hearings. Among the 
obstructive and harassing acts of Mr. Hays—all of them dur- 
ing the public sessions—were these: 


© He interrupted witnesses beyond all reason, attempting 
to frighten witnesses and to disorganize both the initial pres- 
entations and orderly interrogation by others. In one session 
of 185 minutes he interrupted 246 times. 


@ When, after harrowingly frequent interruptions by Mr. 
Hays, great numbers of which were on extraneous matters, 
a rule was passed by a majority that a witness was to be 
permitted to finish his presentation before being questioned, 
Mr. Hays angrily remarked that he would pay no attention 
to any such rule and would interrupt whenever he pleased; 
and this he continued to do. 


© His interruptions were very frequently intemperate, both 
in tone and substance, and in purposeful disregard of parlia- 
mentary procedure and the rules of the House. 


© He repeatedly, and from the rostrum, vilified the staff 
and accused it of having prejudged the complaints against 
the foundations. 
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@ He repeatedly, from the rostrum, vilified other members 
of the Committee and questioned their good faith. He publicly 
accused the Chairman of lying and being a coward; and ac- 
cused Mr. Goodwin of duplicity and of cowardice. The 
following excerpt from the record of the hearings which I, 
as Chairman, had deleted from the printed record in an 
effort to achieve harmony and to maintain the dignity of the 
Committee and the House, is illustrative of the violent and 
abusive remarks of Mr. Hays. 


The Chairman: Now, the gentleman from Ohio, I am 
sure is not going to get anybody worked up or irritated 
here. If he has that in mind he might just as well sub- 
side, because the Chairman for one has made up his mind 
that he is not going to let any byplay get him out of 
temper. That would impair the usefulness of this Com- 
mittee. 

Mr. Hays: Let me say to the Chairman that I took his 
word and he assured me his word was good, and if the time 
arose when I felt that we needed somebody on the minority 
side that the Chairman would put somebody on. 

The Chairman: The conversation was that if the gentle- 
man from Ohio and his colleague should finally decide 
to write a minority report, that a member of the staff 
would be made available to cooperate with them on that. 

Mr. Hays: No, that was not the agreement, because I 
don’t want any member of this staff writing a minority 
report for me. 

The Chairman: I said cooperate. 

Mr. Hays: Or to cooperate either. 

The Chairman: And assist. That was the conversation. 
I do not know what the gentleman had in mind. 

Mr. Hays: I will say this to the gentleman, that: out 
where I come from we have a saying that if a man double- 
crosses you once, that is his fault; if he doublecrosses you 
twice, that is your fault. I just want you to know you 
won't get the second opportunity. 

The Chairman: Even that statement is not going to pro- 
voke the Chairman, but there is no living man can justi- 
fiably say that this Chairman—that this man who happens 
to be Chairman at this time—has ever doublecrossed any- 
body or he had failed to keep his word. 

Mr. Hays: I am saying both. 

The Chairman: That is all right. 

Mr. Hays: Is that clear enough? There is no inference 
there, is there? 

The Chairman: That does not disturb me a particle. 

Mr. Hays: I know. You are pretty hard to disturb. I 
thought they had more guts in Tennessee. 

The Chairman: You are not going to provoke me. 
You need not worry, I have already made up my mind on 
that. 


In an effort to discredit a staff witness, he employed quota- 
tions from papal encyclicals, bringing in by inference a 
religious issue where it had no bearing. 

He cast aspersions on the character and record of a Catho- 
lic nun, the daughter of Senator McCarran. 

He repeatedly vilified and openly insulted witnesses ap- 
pearing before the Committee. In a letter dated May 30, 
1954, Professor Kenneth Colgrove noted that Mr. Hays had 
insulted, vilified and browbeat a witness “in the most brutal 
fashion.” “On thirty or more occasions,” wrote Prof. Colgrove, 
“Congressman Hays deliberately insulted the witness, and on 
numerous occasions, he inferred that he was a liar. Through- 
out three days, Congressman Hays was allowed to interrupt 
the testimony with irrelevant questions and to make distract- 
ing and insolent remarks. On the second day, even after Con- 
gressman Hays promised to refrain from interruptions (see 
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page 638), he continued to interrupt and insult the witness 
without rebuke from the Chairman.* I doubt whether the 
entire history of Congressional investigations will show more 
unfair or cowardly attack upon a witness than the treatment 
accorded to Mr. Sargent. Obviously no self-respecting scholar 
will care to testify before such a Committee under such 
conditions.” 

Mr. Hays referred in scurrilous terms to witnesses who 
had been heard, using such expressions as suggesting that 
the Committee should have a psychiatrist present; referring 
to witnesses as “crackpots”; asserting that they had been 
“dredged up” by the majority of the staff; asserting that 
not one single fact had been adduced by the testimony; 
etc. Among these witnesses were professors of repute and 
eminence. In a letter to the Chairman dated June 21, 1954, 
Professor Hobbs referred to the conduct of Mr. Hays and 
said that an atmosphere was created “of fear among compe- 
tent persons who might otherwise question the omniscience 
of the directors of those foundations. Witnesses are thereby 
warned that no matter how objective their testimony, no 
matter how legitimate their questions, their character will 
be smeared and their testimony ridiculed. Such threats add 
substance to an existing awareness that any pointed question- 
ing of anti-intellectual or unscientific activities of these foun- 
dations will seriously handicap or permanently destroy an 
academic career.” 

The first witness who might be called a spokesman for 
the foundations was Mr. Pendleton Herring, President of the 
Social Science Research Council. After Mr. Herring had 
stated what he wished, and at great length, the Committee's 
Associate Counsel began cross-examination, whereupon the 
ranking minority member of the Committee immediately 
made plain that he would not permit sequential, orderly ex- 
amination. Starting with an insult to the Associate Counsel, 
he indicated by his conduct that he intended to frustrate the 
cross-examination of foundation representatives by counsel 
and to prevent the eliciting of any material unfavorable to 
the foundations. The record of that last hearing on June 17th 
will show that a final incident of interference by Mr. Hays 
with orderly procedure justified the majority in concluding 
that no further hope existed of conducting public hearings 
properly in view of Mr. Hays’ intransigeance and refusal to 
obey rules of decency and propriety. 

Among the other difficulties for which the ranking minority 
member was responsible was the loss, in the middle of its 
work, of two of its ablest investigators, released at the in- 
sistence of the ranking minority member who indicated that 
he would otherwise oppose any additional appropriation for 
the Committee. It was felt advisable to comply with this de- 
mand rather than to risk the abandonment of the investiga- 
tion for lack of funds. The loss of the two investigators was 
a severe one. Several extremely valuable projects which had 
been started by the released investigators were left unfinished, 
and the remainder of the staff could not add the completion 
of these studies to their own heavy schedule. It is the belief 
of the undersigned that the demand for the release of the 
two investigators was prompted by their very evident ability 
and information. 

One more comment upon the termination of the hearings. 
Some of the foundation statements filed with the Committee 
have been more than intemperate in castigating this Com- 
mittee for ending the hearings. The Ford Foundation, for 
example, said: 


“We therefore regard the decision of the Committee to 
discontinue public hearings and to limit the foundations’ 
*Note that the record will show that the Chairman used un- 


limited patience to try to induce a reasonable attitude on the part 
of Mr. Hays without converting the hearings into an open brawl. 
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defense to written statements or closed sessions as a puz- 
zling and unexpected act of injustice.” 


The Carnegie Endowment for International Peace was even 
more belligerent. It commenced its statement with an intro- 
ductory paragraph which is an affront to a committee of the 
Congress of the United States. Other foundations approached 
this insolence in their statements. 


What impresses this Committee, in relation to these un- 
warranted and intemperate remarks, is the fact that none of 
these foundations interposed any objections to the harass- 
ments to which this Committee was subjected in the course 
of its work. Indeed, some foundations very obvoiusly worked 
closely with the ranking minority member of the Committee 
in his attempts to frustrate the investigation. 

B. CarroutL REECE. 





VIEWS OF REPRESENTATIVE GOODWIN 


I was a member of the Cox Committee which investigated 
foundations in 1952. The hearings and the report of that com- 
mittee were made a part of the record of the proceedings of 
this committee and must, therefore, be given equal considera- 
tion with the proceedings of this committee. 

The Cox Committee had an able staff of trained investiga- 
tors well qualified for the work undertaken. The staff work 
was thorough and painstaking. The hearings were conducted 
with fairness and decorum. There was testimony from out- 
standing educators, scientists, lawyers, business leaders and 
foundation executives. The proceedings were totally free of 
partisan bias and the unanimous committee report was widely 
acclaimed as fair, thorough and constructive. Under those 
circumstances I could see no reasonable basis for a second 
investigation and I therefore voted against H. Res. 217 which 
created this committee. 

The Cox Committee made its findings upon a broad factual 
base of documentary and oral evidence. In addition to the 
wealth of information obtained from 1,500 questionnaires 
sent to foundations its staff personally interviewed more than 
two hundred individuals with specialized knowledge relevant 
to the investigation, obtained written statements from 50 
other persons having knowledge of the subject under investi- 
gation and communicated by letter or telephone with an ad- 
ditional 200 such persons. During the course of the hearings 
testimony was presented by some thirty-seven witnesses, most 
of whom had established themselves as leaders in their respec- 
tive fields. Such substantial evidence may not be lightly re- 
garded. And the unanimous findings of a committee of the 
House, based upon an examination of such evidence, is en- 
titled to careful consideration by a subsequent committee in- 
vestigating the same problems. For these reasons I shall 
summarize briefly the findings of the Cox Committee. 

It found that the foundations had made notable contribu- 
tions to the sciences, the arts and to public health, and that 
largely through the. efforts ‘of foundations, whole areas of 
disease had been practically eliminated from the range of 
human ills; that foundations had played a large and important 
part in raising the standards of education in this country to 
their present level and that great credit was due them for 
work in helping to make medical education and medical re- 
search in this country pre-eminent among the nations of the 
world; that our great advance in basic research, which is so 
vital to our national defense, is largely attributable to founda- 
tion support; that the foundations have also rendered sig- 
nificant service in the fields of international relations, public 
administration, race relations, adult education, economics, and 
the humanities. The Cox Committee also found that the most 
significant service performed by the foundations was in sup- 
plying the risk or venture capital for experiments and research 
which resulted in pushing back the frontiers of knowledge 
and that there is a greater need for foundations now than 
there has been in the past. 

Referring now to the instant report, I dissent from the view 
that the foundations have rendered this country a great dis- 
service by promoting socialistic doctrine through the domina- 
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tion, control and channeling of research in the social sciences; 
that the foundations are fostering socialistic teaching in the 
schools to the detriment of true Americanism, and that these 
conditions have resulted from the failure of the trustees of the 
foundations to keep themselves properly advised of what was 
transpiring. These same criticisms were examined along with 
others by the Cox Committee. 

After examining the question of whether the Communists 
had infiltrated the foundations and finding that on balance 
the record of the foundations was good in that respect, the 
Cox Committee proceeded in its report to examine the fol- 
lowing question: 


“Have foundations supported or assisted persons, or- 
ganizations, and projects which, if not subversive in the 
extreme sense of the word, tend to weaken or discredit the 
capitalistic system as it exists in the United States and to 
favor Marxist socialism?” 


The members of the Cox Committee unanimously decided 
that that question must be answered in the negative. Specifi- 
cally we said, among other things, the following: 


“, .. We now pass to the question of whether the founda- 
tions have used their resources to weaken, undermine, or 
discredit the American system of free enterprise either by 
criticism, ridicule, or pale praise while at the same time ex- 
tolling the virtues of the socialistic state. 

“The testimony does not establish this to be the case as 
to the foundation system in general. It has been established 
that some foundation funds have gone to the support of the 
Communist line or to proved Communists or Communist 
sympathizers, but where this occurred it is our belief that 
it occurred inadvertently or through the stealth and deceit 
of Communist ‘infiltrees.’ To these instances must be added 
those few isolated cases where foundations became captives 
of the Communist Party. What we are expressing here is 
our belief that the foundations, with the exception of the 
captive foundations noted above, have not deliberately 
thrown their support to the Marxist philosophy and against 
what we have come to regard as the American system of 
capitalistic free enterprise.” 

(p. 9, Cox Committee Report) 


In connection with this question the Cox Committee noted 
that there had been criticism expressed of foundation support 
for the social sciences and as to this we said the following: 


“The same reasoning must be applied to the new fields 
of inquiry in the social sciences which are receiving the 
support of foundations. Many of our citizens confuse the 
term ‘social,’ as applied to the discipline of the social 
sciences, with the term ‘socialism.’ And since the social 
sciences may be defined as the study of man’s relationship 
to man, the problem of every man considering himself an 
expert in the field is ever present. Few individuals feel 
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themselves qualified to express an expert opinion on nuclear 
fission or the value of isotopes but most of us will not hesi- 
tate to express our opinions on such homely subjects as 
divorce, the causes for the increase in the cost of living, the 
psychological effect of segregation, the increase in juvenile 
delinquency, or the impact of television on the study habits 
of children. But these and other subjects within the orbit 
of the social sciences are proper subjects for objective study 
and analysis under conditions of control which give promise 
of revealing scientific facts. 

“The committee is impressed with the testimony of the 
foundations that their area of usefulness is to some extent 
in what they describe as controversial fields. In entering 
these fields, they knowingly invite criticism and thereby 
assume the calculated risks incident to exploring new fields 
of knowledge. They regard such risks as justified because 
of the great good that may evolve for mankind. The com- 
mittee finds no fault with the general policy of the major 
foundations of promoting experiments designed to help 
men to live peaceably together, so long as they are con- 
ducted with devotion to the American tradition of freedom. 

“But there are additional arguments urged in favor of 
the foundations’ work in the social sciences. Many studies 
in these fields have benefited government as well as busi- 
ness. Among these are studies of our national income, our 
markets, our productivity, our business cycles, the relation- 
ship between the productivity of the worker and the stand- 
ard of living. It has been said in the hearings that the 
foundations, both in their conception and their work, give 
support to the capitalistic system. It seems paradoxical that 
in a previous congressional investigation in 1915 the fear 
most frequently expressed was that the foundations would 
prove the instruments of vested wealth, privilege, and reac- 

























tion, while today the fear most frequently expressed is that 
they have become the enemy of the capitalistic system. In 
our opinion neither of these fears is justified.” 

(pp. 9, 10, Cox Committee Report) 


The question of whether the foundations trustees were do- 
ing their duty properly was also considered by the Cox Com- 
mittee. On this point that committee said in its report the 
following: 















“5. Are trustees of foundations absentee landlords who 
have delegated their duties and responsibilities to paid em- 
ployees of the foundations? 

“6. Do foundations tend to be controlled by interlocking 
directorates composed primarily of individuals residing in 
the North and Middle Atlantic States? 

“Questions 5 and 6 may be discussed more conveniently 
if grouped together. The idea that the office of trustee or 
director of a large foundation is a sinecure involving little 
work, enormous prestige, and not inconsiderable power 
which is traditionally delegated to the paid members of the 
staff seems to have obtained widespread acceptance. 

“In part this idea is true but in larger part it is the child 





of misinformation. The position of trustee or director of one 
of the large foundations undoubtedly carries with it dignity 
and the badge of achievement. This is due not only to the 
prestige which foundations themselves enjoy in the public 
mind but also to the distinguished company of men who 
traditionally have held these positions of trust and responsi- 
bility. But the belief that a trustee has few if any duties 
connected with his office is contrary to all that this com- 
mittee has been able to learn. 

“It appears that the duties and responsibilities of trustees 
of the large foundations are onerous to the point that they 
would seriously interfere with the woik of the average 
businessman. As a group, trustees of the larger foundations 
are men of outstanding achievement, broad interests, and 
proven competence who have demonstrated their capability 
for and willingness to assume heavy burdens of work. This 
latter qualification is an important one, and is well utilized 
by the foundations. 

° oo © 

“As to the delegation by trustees of their duties and re- 
sponsibilities, the problem is basically the same one that 
confronts the directors of a business corporation. Both must 
rely in large measure upon their staffs. There is this one 
important difference, in the opinion of the committee. The 
trustees of a public trust carry a heavier burden of responsi- 
bility than the directors of a business corporation. In fair- 
ness it should be said that in the opinion of the committee 
this principle is fully recognized by the trustees of founda- 
tions and that they make a determined effort to meet the 
challenge.” 

(pp. 10, 11, Cox Committee Report) 


Referring again to the instant report, I dissent from the 
finding that foundations promote internationalism to the detri- 
ment of American interests. That question also was considered 
at some length by the Cox Committee in its report. It con- 
cluded its discussion of that point with the following state- 
ment: 


“. . . The committee believes that these international ac- 
tivities and foreign expenditures of the foundations are 
motivated chiefly by consideration of the welfare of the 
American people and as such are entirely praiseworthy.” 

(p. 12, Cox Committee Report) 


I would like again to draw attention to the fact that these 


quotations are taken from the unanimous report of the Cox 


Committee. As a member of that committee I concurred in 
that report. I would not have done so if I had not been con- 
vinced of its correctness. Until such time as I am persuaded 
by substantial evidence that the report is wrong I shall con- 
tinue to hold the views I there expressed. Nothing has trans- 
pired in the proceedings of the present committee to cause 
me to alter or modify the views I expressed in the Cox Com- 
mittee report. I take this opportunity to again re-affirm them. 

ANGIER L. GoopwIN 













The minority does not agree with the report submitted by 
the majority.* It not only disagrees with that report but 
earnestly believes that it should never be published. 

Each step of the proceedings of this committee placed an 


*This report submitted by two minority members of the com- 
mittee may, or may not, be a minority report. One member of the 
majority has indicated that he disagrees with the report submitted 
by the staff and approved by two members of the committee, and 
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MINORITY VIEWS 


ugly stain on the majestic record of the United States House 
of Representatives and the great tradition of the American 
people. The minority membership of this committee, feeling 
that fundamental American principles were under attack 


that he intends to file separate views, although he assented to the 
submission of the staff report as a “majority” report. However, that 
is a problem for the parliamentarian. It is mentioned only to empha- 
size the ‘unreliability of the report submitted by the “majority. 
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in the committee, diligently attended its meetings despite 
the many other congressional responsibilities that were 
equally demanding of their attention. The majority mem- 
bership operated primarily through proxies held by the 
chairman. 

A review of the record of the committee proceedings 
has brought to mind again the elemental unfairness that was 
the basic characteristic of this intended legislative inquiry 
by a committee of one of the greatest legislative bodies in 
the world. The minority members confess that this review 
first angered and then dismayed them. From the collaboration 
between them required to state their views, however, there 
has come a deep sense of the tragedy of these proceedings 
and the report of the staff which has been approved by the 
majority. 

The House of Represertatives, in passing House Resolu- 
tion 217 creating this committee, had a right to expect an 
enlightened, impartial and factual inquiry, which would 
inform the Congress whether legislation in this area was 
required. It had a right to expect an inquiry affording 
an opportunity for the fullest expressions of views by all 
interested persons, and one in which such facts as were 
necessary for the committee report to have substance and 
meaning would have been carefully and impartially gathered. 
A similar inquiry by the Cox committee in the Eighty-second 
Congress resulted in the submission of a full and detailed 
report which laid the foundation for a_ well-considered 
investigation by this committee. 

The hard truth is that, by the manner in which the 
proceedings of the committee were conducted and by the 
self-evident bias of the majority report, the committee has 
failed in the most basic way to carry out the mandate of 
the Congress. The results of the proceedings are of no value 
to the Congress, and it was, therefore, a complete waste of 
public money. 


l. PREJUDGMENT 


The theme of prejudgment which so singularly character- 
ized the entire course of this committee's activities was, 
like the theme of doom in a tragic opera. revea'ed in its 
prelude. The following remarks of the chairman in the House, 
when he called up the resolution, certainly evidenced his 
unshakable beliefs and his steadfast resolve as to the course 
the inquiry, should and would take and the conclusions it 
should announce: 

Certainly, the Congress has 2 right and a duty to in- 
quire into the purposes and conduct of institutions to 
which the taxpayers have made such great sacrifices. 

In any event, the Congress should concern itself with 
certain weaknesses and dangers which have arisen in a 
minority of these. 

Some of these activities and some of these institutions 
support efforts to overthrow our Government and to under- 
mine our American way of life. 

These activities urgently require investigation. Here lies 
the story of how communism and socialism are financed in 
the United States, where they get their money. It is the 
story of who pays the bill. 

There is evidence to show there is a diabolical conspiracy 
back of all this. Its aim is the furtherance of socialism in 
the United States. 

Communism is only a brand name for socialism, and the 
Communist state represents itself to be only the true 
form of socialism. 

The facts will show that, as usual, it is the ordinary tax- 
paying citizen who foots most of the bill, not the Commu- 
nists and Socialists, who know only how to spend money, 
not how to earn it. 

The method by which this is done seems fantastic to 
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reasonable men, for these Communists and Socialists seize 
control of fortunes left behind by capitalists when they die, 
and turn these fortunes around to finance the destruction 
of capitalism. 


ll. THE “FACTUAL” BASIS FOR THE 
MAJORITY REPORT 


The “factual” material in the record is a curious mosaic 
formed by the staff of the committee. It consists primarily of 
fragmentary quotations from a variety of published materials, 
larded by staff interpretations and conclusions; various charts 
prepared by the staff; and the testimony of nine nonstaff wit- 
nesses, two of whom were officials of the Internal Revenue 
Service, and one of whom, as we shall discuss later, was cut 
off midway in his statement as he began to destroy with facts 
all the staff test'mony. This is in contrast to the hearings of 
the Cox committee, in which 40- witnesses freely testified in 
public hearings and were treated fairly and impartially. 

Some of the statements of fact and opinion contained in 
the report are untrue of their face, others are at best half- 
truths, and the vast majority are misleading. It would unduly 
lengthen this report to demonstrate each and every such 
error in the majority report. Certainly those citizens and 
organizations affected can and should bring all of them to 
the attention of the American people in due course. It is 
shocking that anyone in America should be required to follow 
such a course, but unfortunately the majority has made it 
necessary. 

In this connection it seems fitting to make some mention 
of the character of principal members of the committee staff. 
This group was composed of five persons. Two were mem- 
bers of a New York law firm engaged in legal tax work in 
connection with trusts. One was associated with an invest- 
ment banking firm in New York. One was a former electrical 
engineer, and the last a legislative lobbyist. Two other staff 
members were dismissed on the basis of objections made as 
to their fitness by the minority. 


lll. THE DENIAL OF A FAIR HEARING 
TO THE FOUNDATIONS 


Finally, the record shows that at the sudden conclusion 
of public hearings on June 17, 1954 (effected July 2 in a 
3-to-2 committee vote over protest of the minority member- 
ship that such action would deny fundamental rights to those 
persons and organizations slandered by the testimony of 
previous witnesses and by distorted conclusion inserted into 
the record by the staff), the chairman announced that all 
persons and organizations desiring to make statements for 
the record could submit them in writing. It is now evident 
that, although some of these statements have been included 
in the last volume of the gargantuan record, the staff either 
did not read them or, the more likely, deliberately ignored 
them in the preparation of their report. 

It should be noted at this point that the report seeks to 
justify this denial of the opportunity for the foundations to 
testify in public hearings by saying that— 


The foundations touched by the hearings were thus 
given a fair opportunity to put their best foot forward at 
the same time that they escaped the embarrassment of 
cross-examination (p. 2). 


This language brings into clear focus the astonishingly 
cynical approach of the majority to a denial of the American 
tradition of fair play, and due process under our laws. This 
refusal to afford the most elemental rights guaranteed to our 
citizens is thoroughly indicative of the pattern of the entire 
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proceedings. It is frightening to read a report of a committee 
of Congress which callously seeks to justify a refusal to grant 
equal rights under the law, and to deny one who has been 
accused the opportunity to testify publicly in his own de- 
fense, and which implies that the right of a person under 
attack to take the witness stand and to answer questions 
under oath is not particularly important. 

It is a gratuitous insult to say that under the committee’s 
procedures the foundations escaped the “embarrassment of 
cross-examination.” The minority will not be a party to such 
an evil disregard of fundamental American guaranties. 
Furthermore. the minority does not believe that either the 
Congress or the American people will accept or tolerate 
that sort of procedure by any committee of Congress. 

As evidenced by the testimony of Dr. Pendleton Herring, 
discussed elsewhere in this report, testimony in public hear- 
ing was far from “embarrassing.” It was the one certain way 
that persons and organizations accused by the staff of this 
committee could destroy the deadly inferences, innuendoes 
and charges that hung over them. 

As the matter now stands, the tax-exempt foundations of 
this Nation have been indicted and convicted under pro- 
cedures which can only be characterized as barbaric. 

A review of the course of the hearings brings out in bold 
relief the unfair, undemocratic treatment which has been 
accorded to the foundations. In the first place, the staff 
blindly and sullenly refused to permit the admission in public 
hearing of the very substantial evidence available to rebut 
and utterly refute the opinions, biases, and prejudices 
which were being used to indict the foundations. Secondly, 
the charges against the foundations were aired in public 
hearings, were televised, were given the benefit of full 
treatment by the press and radio, and in totality were given 
all of the publicity which is to be expected to come from such 
a controversial hearing by a congressional committee. When 
the staff had exhausted itself and its own hand-picked wit- 
nesses, the foundations suddenly found that they were to be 
denied simple justice—the right to reply in the forum in 
which the charges against them were made. 

Every principle of our Constitution as it protects the 
individual in his free enjoyment and exercise of individual 
rights was violated. Every precedent of fair and unbiased 
congressional inquiry was ignored. 

The counsel and staff, apparently remembering the frus- 
tration of their plans during the course of the limited public 
hearings by the persistent cross-examination of their wit- 
nesses by the minority, now insist with real conviction that 
a continued investigation of foundations be made sub rosa, 
devoid of the frustrations of public hearings. The report 
states: 


Should the study be resumed, we recommend that it 
be on a somewhat different basis. The process of investiga- 
tion through public hearings is inadequate for a subject 
such as that of foundations. As we have said, an inquiry 
into this subject is primarily a research undertaking (p. 15). 


In this transparent language, the staff has inserted into 
its report a new plea that the investigation of tax-exempt 
foundations be one-sided star chamber proceedings, one in 
which the accused would be given. no opportunity to answer 
publicly any charge, no matter how biased, which staff 
“research” might conjure up against them. 

The question is as fundamental as this: Of what value are 
the Bill of Rights and our traditional concepts of due process 
of law if a committee of the Congress of the United States 
is to be permitted to deny those rights to our citizens? 

Further, the record and the report are devoid of any of 
the facts concerning the great and lasting contributions 
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which the foundations have made to almost every phase of 
modern life. This shining record of achievement, which the 
most uninformed citizen would agree should be considered 
by the committee as a matter of simple “fireside equity,” is 
flatly ignored, with the statement that the committee’s objects 
were only to consider “the errors committed by these pri- 
vate groups.” 

J. L. Morrill, former vice president of Ohio State Uni- 
versity, now president of the University of Minnesota, has 
pointed to the record of the foundations in these words in a 
letter to the committee staff, which was never included in 
the record: 


If the best defense against democracy’s enemies is to 
make America a better place in which to live and to place 
human welfare first, American foundations have rendered 
service far beyond the actual sums they have contributed 
to higher educational institutions. Thus, indirectly, the 
foundations can be credited with a significant role in 
the never-ending battle against democracy’s enemies. And 
at this point I should like to add one fact of vital im- 
portance: In all our dealings with foundations and with 
their representatives, we have never found evidence of 
any motivation other than a sincere and patriotic desire 
to further scholarship in the best American tradition. 


IV. THE NATURE OF THE PUBLIC 


HEARINGS 


The unfolding of the dedicated purpose of the staff and 
its deep-seated antagonism toward foundations were made 
plainly evident early in the hearings, and it is clear that the 
staff and not the committee members operated and con- 
trolled the proceedings at all stages. This self-evident op- 
position to foundation activity may well be characterized 
as pathological in the light of the excesses committed by the 
staff throughout the proceedings. 

A significant example of the predisposition of the staff to 
reach conclusions under the spur of their own biases may be 
found in the response of the assistant research director, 
Mr. McNiece, to the following three passages which Mr. 
Hays read to him before revealing the author of the quoted 
language, indicating that they were taken from context: 


But all agree that there can be no question whatever 
that some remedy must be found, and quickly found, for 
the misery and wretchedness which press so heavily at 
the moment on a very large majority of the poor. The 
ancient workmen’s guilds were destroyed in the last 
century and no other organization took their place. Public 
institutions and the laws have repudiated the ancient 
religion. Hence by degrees it has come to pass that work- 
ingmen have been given over, isolated and defenseless, to 
the callousness of employers and the greed of unrestrained 
competition. And to this must be added the custom of 
working by contract and the concentration of so many 
branches of trade in the hands of a few individuals so 
that a small number of the very rich have been able to lay 
upon the masses of the poor a yoke little better than 
slavery itself. 

Every effort must therefore be made that fathers of 
families receive a wage sufficient to meet adequately 
ordinary domestic needs. If in the present state of society 
this is not always feasible, social justice demands that 
reforms be introduced without delay which will guaran- 
tee every adult workingman just such a wage. In this 
connection we might utter a word of praise for various 
systems devised and attempted in practice by which 
an increased wage is paid in view of increased family 
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burdens and a special provision made for special needs. 

For the effect of civil change and revolution has been 
to divide society into two widely different castes. On the 
one side there is the party which holds the power because 
it holds the wealth; which has in its grasp all labor and 
all trade, which manipulates for its own benefit and pur- 
poses all the sources of supply and which is powerfully 
represented in the councils of the state itself. On the other 
side there is the needy and powerless multitude, sore 
and suffering, always ready for disturbance. If working 
people can be encouraged to look forward to obtaining a 
share in the land, ihe result will be that the gulf between 
vast wealth and deep poverty will be bridged over, and 
the two orders will be brought nearer together. 


The following colloquy then ensued: 


Mr. McNiece: Commenting for a moment, before mak- 
ing a reading of this, the share of the land reference re- 
minds me very much of one of the paragraphs quoted 
from the findings of the Committee on Social Studies, as 
supported by the Carnegie Foundation and the American 
Historical Association. 

Mr. Hays: 1 gather you disapprove of that, is that 
right? 

Mr. McNiece: Because I disapprove of communistic 
and collectivistic tendencies. All of these [meaning the 
quotations]—I do not know your source—are closely com- 
parable to Communist literature that I have read. [Em- 
phasis ours.] The ‘objectives cited parallel very closely 
communistic ideals or socialistic ideals. If working people 
can be encouraged to look forward to obtaining a share 
in the land—in the smaller areas—I should say rather in 
the areas of less concentrated population, I know from 


objective of many workingmen to own their own properties. 

I distinctly remember reading in the papers—that is my 
only authority for it—that at one time some of the labor 
union leaders were advising their workmen not to become 
property owners, because that tended to stabilize them 
and make them more dependent vn local cunditions. I 
don’t know how you would reconcile the divergent points 
of view. 

Mr. Hays: If you are through with those, I would like 
to have them back so I can identify them. 

The first and last were from the encyclical 0: Pope Leo 
XIII on labor. The middle was from the encyclical of 
Pope Pius XI. 

You have given a very practical demonstration, Mr. 
MeNiece, of the danger of lifting a sencence or paragraph 
out of context, because you have clearly labeled these as 
being in conformity with the communistic literature that 
you have read. 

Mr. McNiece: Yes, and I repeat that * * * 


firsthand information that it is the desire and the attained 
Ss 


As Mr. Hays pointed out (hearings, pt. I, p. 607), the 
Catholic Church is one of the bulwarks against communism in 
the world. No one in possession of his senses would call the 
Catholic Church or its leaders communistic. It was left to 
the committee staff to compare statements of the leaders of 
the Catholic Church with Communist writings. In this testi- 
mony, we were given the clearest insight into the workings 
of the minds of the committee’s staff. 

In the early meetings of the committee the general 
counsel, Mr. Wormser, advanced the proposal that the in- 
quiry be made without public hearings and without seeking 
the testimony of interested persons, suggesting instead that 
the staff be directed to devote its time to independent study 
and inquiry, the results of which would be brought to the 
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committee when concluded. It apparently never occurred 
to Mr. Wormser, a member of the bar, that such a proceeding, 
in a matter so sensitive, inevitably conflicted with consti- 
tutional guaranties of free speech and violated every Ameri- 
can principle that individuals and groups, subjected to 
accusations in the course of an inquiry, be permitted to de- 
fend themselves. 

It was not until May 10, 1954, that a public hearing 
was held. For 3 days that month the stand was occupied by 
Mr. Aaron Sargent, a San Francisco attorney, whose testi- 
mony can fairly be said to be a representation of the basic 
theme of the staff testimony of Mr. Dodd, Mr. McNiece, 
and Miss Casey. 

Some insight into Mr. Sargent’s political and economic 
thinking was revealed when he stated that the United States 
income tax was part of a plot by Fabian Socialists operating 
from England to pave the way for socialism in this country; 
that the judicial power of the United States Government 
has been undermined by court packing; that subversive 
teaching in our schools is a tax-exempt foundation product 
and that it has resulted in the greatest betrayal in American 
history; that the foundations are deliberately stimulating so- 
cialism; that the Rockefeller, Ford, and Carnegie Founda- 
tions are guilty of violating the antitrust laws, and not con- 
tent with these perversions, that the Spanish-American War 
was more or less a picnic. (Eleven thousand Americans died 
in that “picnic.”) 

Such was the nature of the testimony on which the com- 
mittee report has been based. Although the tax-exempt foun- 
dations submitted detailed factual documentation in refuta- 
tion of the charges made against them, the report is silent 
with reference to all of those facts. 

The only testimony which brought solid facts into this 
arena of bias and prejudice was that of Dr. Pendleton Her- 
ring, president of the Social Science Research Council. Un- 
fortunately for the foundations, however, the staff had no 
intention of permitting facts and logic to be introduced into 
public hearings. For it was midway in Dr. Herring’s testi- 
mony that the chairman adjourned public hearings for all 
time to come. 

Dr. Herring destroyed the charges made by the staff of an 
alleged “interlock,” the “tight control” of education and 
research by a “highly efficient functioning whole” made up 
ot the foundations and the -earned societies, with undue 
emphasis on empiricism. He pointed out that the Social 
Science Research Council received financial support from 
only 12 ot the estimated five or six thousand foundations 
in this country; that the foundations contribute approximately 
$12 million annually to social-science research, only one- 
tenth of which is available to the council; that there are 
some 40,000 persons in the United States who could be 
classed as social scientists and that approximately 40 percent 
of these were scattered among the 1,700 colleges and uni- 
versities of the country; that the other 60 percent were 
engaged in nonacademic work with business organizations 
and government; that while there were hundreds of fellow- 
ships in social science offered each year by the colleges and 
universities of the Nation, the Social Science Research Coun- 
cil had only 150 such fellowships at its disposal; that the 
council granted its fellowships on a nationwide competitive 
basis and that the emphasis on choosing the successful candi- 
dates was on individual ability instead of the type or subject 
of the research; that there were some 281 formally organized 
research institutes in 104 different colleges and universities 
in the country. 

An examination of these undisputed figures should con- 
vince even the most cynical observer that there is not and 
could not be any “tight control” exercised by any group, 
however powerful. The very idea of exercising a tight con- 
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trol over some 40,000 individuals engaged in social science 
work is in itself ludicrous. When it is considered that more 
than half of this number are engaged in business or gov- 
ernmental enterprises which are entirely independent of 
academic or foundation guidance or support, the idea be- 
comes even more ludicrous. And when one takes into con- 
sideration that the Social Science Research Council is only 
one of many organizations conducting or financing social 
science research, and that it has only $1,250,000 annually 
with which to conduct its work, it becomes evident that 
the idea is “psycho-ceramic,” or, in more commonplace usage, 
crackpot. 

Dr. Herring defined empiricism as follows: 


To approach a problem empirically is to say: “Let’s have 
a look at the record.” To employ the empirical method is 
to try to get at the facts. 


He also pointed out that the empirical method of getting at 
the facts rather than indulging in mere speculation was a 
deeply ingrained American tendency which had come down 
to us as a heritage from the Founding Fathers; that— 


empiricism tends to be more in the American tradition 
than rationalism. 


He also pointed out that empiricism was toially incompatible 
with communism and that the Communists “object to it 
most violently.” 

He quoted from certain documents to support his conten- 
tion that the Communists were bitterly hostile to foundations, 
the learned professional societies and to our work in the 
social sciences. As to the latter he had this to say: 


The social sciences stand four-square in a great tradition 
of freedom of inquiry which is integral to American life, to 
the Anglo-Saxon tradition of self-government, and to the 
concern with the individual fundamental to both western 
civilization and its ancient heritage stemming back through 
the Renaissance to the Classic world and to Judaic- 
Christian concern with human dignity. 


Concerning the alleged overemphasis on empirical re- 
search Dr. Herring said: 


In my opinion, there is not an overemphasis upon em- 
pirical research. In my opinion and experience and ob- 
servation, quite the reverse is true. I observe a strong 
human tendency on the part of a great many of us, as 
individuals, to see what we choose to see and to believe 
what we want to believe. I observe a readiness to speculate, 
to guess, to haphazard opinions, and to come to judgments 
on the basis of very inadequate evidence. It is my observa- 
tion that this is a very human tendency, if not indeed a 
common human weakness. This tendency is found in all 
walks of life. It becomes a matter of high moment in 
policy decisions and in the formation of public opinion. 


Dr. Herring's testimony restored some measure of reality 
and perspective to what had become so much an Alice-in- 
Wonderland proceeding in which the verdict was rendered 
before the evidence was considered. 

We are dealing here not with an inquiry in the traditional 
sense in wuich this legislative body operates. This was not 
an investigation in which the purpose was to gather facts, 
to evaluate them, and then to arrive at fair conclusions on 
the basis of those facts. Instead, we are presented with an 
inquiry in which facts have played no part. The committee’s 
activities were in single purpose directed at justifying con- 


100 


clusions arrived at even in advance of the enabling resolution 
of the House of Representatives. 

The minority cannot emphasize too strongly the abhor- 
rence it holds for such a procedure and indeed the ab- 
horrence which the House of Representatives and the Amer- 
ican public will hold for the whole unfortunate transaction 
when the majority report is published. 


V. THE REPORT 


The consisteacy of the dedicated prejudgment of the staff 
and the real control of the proceedings which it maintained 
is (aside from the many other examples cited in this report) 
made further evident by the fact that, from the conclusion 
of the hearings on June 17, 1954, to the present, the staff 
has secluded itself to prepare the majority report. There has 
been no consultation or communication with the minority, 
and presumably no direction or observation of the preparation 
of the report by the majority. This report truly has been 
written in “a dark cellar.” The staff went further, and in 
violation of congressional procedure tampered with and al- 
tered the “corrected” copy of the hearings which were sub- 
mitted by the minority, in some instances changing the 
context and meaning of questions by minority members. 

In view of the manifest unfairness of the proceedings, 
it might be assumed that the report prepared by the staff 
would seek to overcome the basic unsoundness of its con- 
tribution by preparing a temperate document, short in 
length and impartial in tone. But, like the theme of doom 
in a Wagnerian opera, the basic resolve to justify the initial 
prejudgment of condemnation of foundations is expressed 
and reexpressed in this enormously lengthy report. Where 
the record contained no facts to support some particular 
conclusions, a type of staff “judicial notice” has been taken 
of facts and conclusions drawn from these facts, from 
whatever source has seemed convenient. 

The great body of the press of the Nation has condemned 
the committee for its shocking excesses and its denial of 
elementary fair play. As a result, the press has been attacked 
in the majority report along with all others who dared to 
disagree. 

Even before the issuance of the report, the chairman of 
this committee made an unwarranted attack on three of 
the Nation’s leading newspapers, the New York Times, 
the New York Herald Tribune, and the Washington Post 
and Times Herald. In a statement inserted in the Con- 
gressional Record, the chairman accused these three great 
newspapers of deserting their traditional principles of honest 
and inbiased presentation of the news. Not content with 
that reckless assertion, he deliberately linked the names 
of these newspapers with that of the Daily Worker in an 
effort somehow to imply guilt by innuendo even though not 
one iota of evidence was ever presented in support of this 
poisonous attack. 

The report picked up where the chairman left off. It went 
completely outside of the record to accuse the Reid Founda- 
tion of possible illegal practices, with no other point in mind 
than that this foundation, so the report states, owned stock in 
the New York Herald Tribune. The fact that the Herald 
Tribune (in common with a myriad of other newspapers) 
criticized the manner in which this committee proceeded may 
have some bearing on the malice evidenced by the staff 
toward this great newspaper. 

From the New York Herald Tribune the report moved to 
the New York Times, using the following language: 


The presence of Mr. Sulzberger, president and publisher 
of the New York Times, on the board of the Rockefeller 
Foundation is an illustration of this extension of power an 
influence. (Mr. Sulzberger is also on the board of several 


U. S. NEWS & WORLD REPORT, Dec. 31, 1954 












ner 
ler 
nd 
ral 


954 





U.S. News & World Report 





other foundations.) We do not mean to imply that Mr. 
Sulzberger directed his editors to slant their reporting on 
this committee’s work, but his very presence on the Rocke- 
feller Board could have been an indirect, intangible, in- 
fluencing factor. At any rate, the Times has bowed to no 
other newspaper in the vindictiveness of its attack on this 
committee. In its issue of August 5, 1954, it gave 856° 
lines of laudatory column space, starting with a front-page 
article, to the statement filed by the Rockefeller Founda- 
tion. The following day, August 6, 1954, appeared one of a 
succession of bitter editorials attacking this committee. 
(p. 83). 


Even more important, the report included in its findings the 
following statement: 


7. The far-reaching power of the large foundations and 
of the interlock has so influenced the press, the radio, and 
even the Government that it has become extremely difficult 
for objective criticism of foundation practices to get into 
news channels without having first been distorted, slanted, 
discredited, and at times ridiculed (p. 17). 


To the minority, there is an integral relationship between 
the majority’s refusal to accord the foundations a public 
hearing and its broadside attack on the press of the Nation. 
For those who would abuse the rights of the individual fear 
the press and rail against the right of the press to report the 
facts and to criticize wrongdoing. 

History teaches us that we must be alert to any incursion 
on our basic freedoms. Here we are confronted with the two 
specters of a denial of a fair hearing and an effort to in- 
timidate the press for reporting and commenting upon that 
denial. The minority condemns this and fervently hopes that 
the majority even at this late hour will recant and vote to 
issue no report. 

In the report, facts have been distorted and quotations 
from writings have been taken out of context. Apparently, 
only those witnesses (excepting the two witnesses from the 
Internal Revenue Service) who possessed the qualifying 
bias of the staff were invited to testify, but for the rare and 
refreshing case of Dr. Herring, whose testimony we have 
discussed. 

The other 8 nonstaff witnesses included, in addition to 
the 2 representatives of the Internal Revenue Service, 2 re- 
tired and 2 employed professors and 2 lawyers. These two 
members of the bar had no special qualifications other than 
their own bias, which strangely coincided with that of the 
staff. 

The report outstrips the record in its bias, its prejudgment 
and its obvious hatred for the object of its wrath—the 
principal private foundations of the Nation. 

The only concession made by the staff in the interval be- 
tween the public hearings and the report was the abandon- 
ment of the staff's pet theory of the great Fabian Socialist 
conspiracy of foundations, colleges, and universities, and 
agencies of the Federal Government to take over America. 
Quite probably it has now dawned upon the staff that this 
theory would have made malefactors out of the Congress of 
the United States—for the Congress passed all of the social 
legislation condemned as the end result of this “conspiracy,” 
including such programs as social security and Federal aid 
to education, the enlightened programs for labor and agri- 
culture, the protection of bank deposits and security markets, 





*Parenthetically, it may be noted that the small-mindedness of 
the staff is well portrayed by the fact that it took the time to count 
the lines which a newspaper devoted to a foundation report. A more 


Colossal waste of the taxpayer’s money than line counting we can’t 
conceive! 
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and a host of others, which strengthen the whole fabric of 
our society and its economy. 

The theory of conspiracy was abandoned, but a charge of 
a special sort of monopoly was substituted—a monopoly of 
the educated “elite.” The fruit of this monopoly is, so the staff 
concluded, control by the foundations of the avenues of in- 
tellectual exploration which otherwise would not be ex- 
plored as evidenced by the fact that foundations have given 
substantial financial support to empirical research and to 
research in the social sciences. 

The staff's report would seem to recommend to the Con- 
gress that all foundations should be denied their tax-exempt 
status unless they shall, in the field of the social sciences, ad- 
here to principles which the staff reports. The following sets 
forth the lines of censorship suggested by the staff: 


They (the trustees) should be very chary of promoting 
ideas, concepts, and opinion-forming material which runs 
contrary to what the public currently wishes, approves and 


likes (p. 20). 


We assume that the staff would recommend that this cen- 
sorship be exercised by the Commissioner of Internal Reve- 
nue; a role, by the way, which the Commissioner in public 
testimony properly rejected. 

The excessive length of the report is, in itself, an index of 
the unseemly effort of the staff to reach a predetermined con- 
clusion, for if the conclusions stated were valid, then a posi- 
tive, incisive, and brief statement of facts would be sufficient 
to support them. 

It must be remembered that even though the Congress 
soundly rejects and repudiates the majority report, as it 
should, the report will stand forever in all its spuriousness as 
a “majority report” of facts and the sober conclusions of a 
majority of the members of a duly constituted committee of 
the House of Representatives of the United States and will be 
quoted by every fear peddler in the Nation as incontrovertible 
fact. 

In addition, the real mischief in these proceedings rests in 
the effect they may have on the future conduct of the tax- 
exempt foundations. If, as a result of this inquiry, the founda- 
tions shall surrender to timidity, then the aim of those who 
would destroy the effectiveness of the foundations shall 
have been accomplished. Truly, the integrity of the founda- 
tions will hinge on the manner in which they meet this 
challenge. 


VI. WHAT THE REPORT SHOULD BE 


It is unfortunate that the minority report, limited as it 
must be to the record and the majority report, is compelled 
to place major emphasis upon the errors of both. However, 
these errors are so basic and shocking that it is of public 
importance that they be identified so that every citizen of 
the land can know what has occurred. 

There is little that the minority at this point can recom. 
mend as to what the report should contain that can give any 
real guidance to the Congress in this sensitive area, for there 
are no reliable facts in the record made up by the staff. 

The minority recognizes that foundations are favored by 
State and Federal tax laws. Even if they were not, however, 
they have a high duty of public responsibility. This respon- 
sibility, however, does not divest such foundations of the 
rights guaranteed by our Constitution. Inherent in such 
guarantees is the proposition that Government may not dic- 
tate, directly or indirectly, what the officers of such founda- 
tions should think or believe or how they shall exércise their 
trust responsibilities. Government cannot interfere with the 
lawful operations of these private organizations in any man- 
ner. The fact that some or all Members of Congress might 
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disagree with ali or a part of the acts of a foundation does 
not alter the constitutional protection against this attempted 
invasion of their private rights under the guise of the taxing 
authority. , 

The majority report should, in all fairness, state at least 
the following: 

1. The purposes of the resolution were not carried out. 

2. The proceedings were grossly unfair and prejudged. 

3. The record which, was constructed by the staff is not 
reliable. 

4. If there is a necessity, in the public interest, to inquire 
into the validity of the tax-exempt status of foundations and 
other charitable institutions, then a new inquiry must be 
authorized to seek all the facts and to give all interested per- 
sons an opportunity to be heard. In truth, such an investiga- 
tion, made in conformity with the great tradition of con- 
gressional inquiry, is the only way in which Congress can be 
properly advised of the facts in this area—and in which the 
foundations can be relieved of the cloud of suspicion placed 
upon them by the majority report. 


Vil. CONCLUSION 


The proceedings and the rendition of the majority report 
are both tragic events. The minority members are filled with 
a sense of deep sorrow in the contemplation of the monstrous 
nature of both. 

The minority members have discussed long and soberly 
this dark reality, and they have concluded that the cloud of 
fear so evident in all phases of our national life in recent 
years has enveloped this committee staff, and that these 
proceedings, under their guidance, are only a part of a greater 
and more ominous movement under the direction of a group 
who would use the deadly evil of fear for their own purposes 
—purposes which would, in their realization, destroy Amer- 
ican constitutional liberty. In this reality, the minority invites 
the militancy of all Members of Congress and all citizens of 
this free land to root out now and forever this evil and those 
who nurture it. 

The proceedings and the majority report evidence the 
tragedy of the men and women of the committee’s staff who, 








having lived and prospered under freedom, yet do not believe 
in due process and American fair play; who fear the thinkers 
and those who dare to advance the new and the unaccepted; 
who believe that universal education for our people can be 
risked only if the teachers and their pupils accept their doc- 
trine and are shielded from the mental contamination of 
other thoughts and beliefs. They would deny the right of 
individuals to seek truth without limit or restriction. 

Happily, .the staff is representative of only a small and 
unhealthy minority in the Nation. The fear-sickness of this 
group leads them to brand as conspiratorial and un-American 
the citizens and organizations who support the great liberal 
tradition in our society including such well-known persons 
as Edward R. Murrow, Paul Hoffman, Senator-elect Clifford 
Case, of New Jersey, and Senator Paul Douglas, of Illinois, 
and such highly respected organizations as the Federal Coun- 
cil of Churches, the Parent-Teachers Association, the Na- 
tional Education Association, the Anti-Defamation League, 
and some of the most prominent newspapers and publishers 
in the land. 

This tragic event evidences the decay which has resulted 
from the cynical disillusionment of the minds of free men 
and women. These unhappy citizens have forgotten the 
touchstone of America’s greatness—freedom. The American 
faith is one which accepts the right of free people to make 
mistakes and believes that a free people, despite its mis- 
takes, will sustain and advance with wisdom the common 
good. 

If there is an element of good to be found in these proceed- 
ings, it is the challenge to high leadership. Leadership at 
every level of society from the smallest community to the 
White House must find ways to strengthen those among us in 
this free and vigorous land who have lost faith in freedom. 
We must rehabilitate those who somehow have forgotten that 
America’s individual and collective strength in a tortured 
and straining world is, and has always been in the supremacy 
of a positive faith in freedom; not in the nursiag of doubts 
and fears. 

Wayne L. Hays 
Gracie Prost 





FORD FOUNDATION REPLIES: “BIASED, START TO FINISH” 


Following is the full text of a statement by H. Rowan 
Gaither, Jr., president of the Ford Foundation, as released 
from the New York office of that foundation on Dec. 20, 
1954: 


The majority report of the Reece Committee, released to 
the press on Friday for publication Monday, compels me 
to say again that this investigation has been carried out in 
flagrant disregard of principles of fair-mindedness, fair 
hearing and fair play. 

It was biased from start to finish. The Committee did not 
allow us to testify. It has not even published the written 
statement we submitted under oath. 


We can only conclude that the authors of the report regard 
as un-American every man, idea or institution with which 
they happen to disagree. Therefore the report throws mud 
not only at philanthropy, but also at American schools, 
press, business groups, professional and religious groups, and 
whole areas of scientific and scholarly endeavor. 

The Ford Foundation has always operated in full public 
view, reporting regularly in detail to the American people. 
The Ford Foundation has welcomed any impartial inquiry 
into its purposes and work. Such an inquiry in this case, we 
are confident, would have confirmed the favorable judgments 
reached by the Cox Committee two years ago and by Repre- 
sentatives Hays and Pfost of the present Committee. 





ROCKEFELLER FOUNDATION SAYS: “DISCRED:TED IN ADVANCE” 


Following is the full text of the statement by Dean Rusk, 
president of the Rockefeller Foundation, given out for pub- 
lication December 20: 


Three members of the Reece Committee, led by its chair- 
man, Congressman Reece, have filed a report which has been 


102 


largely discredited in advance by the procedures used in 
its “investigation.” Two members of the Committee have ap- 
pealed to the conscience of the Congress in a vigorous protest 
against the violations of elementary principles of fairness and 
justice in these procedures and in many of the conclusions 
to which they have led. 
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Flimsy allegations have been accepted as fact without 
the support of trustworthy evidence. The foundations were 
denied the right to challenge these allegations by direct public 
testimony, and the sworn written replies of the foundations, 
were apparently brushed aside. Even now, the Committee has 
withheld the publication of these replies of the foundations, 
which it has had since August, although it has published 
adverse testimony in full. 

Considerable portions of the report are inapplicable 
to the Rockefeller Foundation; for example, with respect to 
the significance of tax exemption, the Foundation was or- 


“ganized more than 40 years ago, before there was either 


income or estate tax, and it does not hold as much as 10 
per cent of the outstanding stock of any corporation. Other 
parts of the report alleged to be directed at us are’ simply 
untrue. 

The Rockefeller Foundation’s activities extending over 





nearly a half century are too well known to too many people 
in this country and abroad for this type of attack upon its 
stewardship to gain credence. The Foundation reports its 
activities regularly to the public and to the interested agen- 
cies of Government, including the Congress, and we cannot 
believe that public confidence in its work will be adversely 
affected by such a document as the Reece report. It would 
be most unfortunate if this report should be misrepresented 
as an expression of the views of the Congress and should 
lead to the impression that Congress has reversed its long- 
standing policy favoring free enterprise in philanthropy. 

In addition to many ill-considered recommendations, the 
Reece Committee’s report includes two recommendations 
which the Rockefeller Foundation has strongly supported, 
namely, full publicity for foundation activities and an in- 
crease in the manpower of the Internal Revenue Service to 
enable it to watch these activities more closely. 





REID FOUNDATION: “CHARGES ARE FALSE” 


Following is the full text of the statement issued for pub- 
lication December 20 by Mrs. Helen Rogers Reid, president 
of the Reid Foundation: 


The charges against the Reid Foundation in the majority 
report of the Reece Committee are false. 

The Reid Foundation was established in 1946 by the late 
Ogden Reid, president of the New York Herald Tribune. 
At that time he made a contribution to the Foundation of 
notes of the Herald Tribune owned by him which had always 
been . ~n-interest-bearing. By his will he made a further con- 
tributi n of notes and other indebtedness of the Herald 
Tribune owned by him. All these contributions have been 
ruled to be charitable contributions by the Bureau of In- 
ternal Revenue. 

The affairs of the Foundation are controlled by a board 
on which Herald Tribune executives are a minority. The 
printed lists of the Foundation and Herald Tribune boards 
in the majority report are incorrect and scrambled almost 
beyond recognition.* Neither the Herald Tribune nor any 
person connected with it has benefited in any way from 
the Foundation. 

In accordance with the wishes of Mr. Reid that this Founda- 
tion should be active in the newspaper field the principal ex- 
penditures have been for the establishment of fellowships to 
give newspaper men and women wider experience through 
study and travel abroad. Thirty men and women—29 from 


29 newspapers and 1 from the Associated Press—have already 
completed a year’s study in Europe, Asia, Africa and South 
and Central America. Six additional candidates—from six 
newspapers—have been selected for 1955. None of the 
fellowships has been awarded to a member of the Herald 
Tribune staff. 

The committee which selects the candidates for Reid 
Fellowships is made up of chief executives from important 
newspapers across the country. 

The Foundation since its organization in 1946 has ex- 
pended: 


On gifts to newspaper fellows.................:+0+ $150,000.00 
On gifts to other well-recognized charities.... 96,269.22 
On expenses—mainly secretarial and travei 

for interviewing candidates.................... 23,058.67 


These expenditures were for a charitable purpose within 
the meaning of our income and estate tax laws. 

Contrary to the majority report of the Committee there is 
nothing in the setup of the Foundation ox in the terms of its 
gifts which prevents its board of directors from dealing with 
the assets of the Foundation in such manner as the board 
deems to be in the interest of the Foundation. 

We can reach no other conclusion than that the attack 
on the Foundation stems from the Herald Tribune’s editorial 
criticism of the committee’s biased and one-sided methods 
of investigation. 





“UNTRUE DESCRIPTION,” 


Following is the full text of a statement issued by Philip 
L. Graham, president of the Washington Post Company, for 
publication December 20 about the relationship between 
that company, which publishes the “Washington Post and 
Times Herald,” and the Meyer Foundation: 


Carroll Reece is a classic, if minor, illustration of men who 
believe in operatinig congressional committees according to 
personal whim and arbitrary prejudice. This newspaper, as 
its readers well know, has long stood for rules of fair pro- 
cedure to prevent such abuses. Our policy was stated long 





*The lists at the top of column 2 on page 88 of this magazine 
are as revised by the Reece Committee after the printed report was 
distributed.—Editor’s Note. 
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SAYS MEYER FOUNDATION 


before there was a Meyer Foundation, and has no connection 
with that Foundation. 

The majority report contains an untrue description of 
the Post Company’s ownership. The facts could have been 
obtained from news stories we have published, or by the 
simple device of asking us for information. ~ 

The Meyer Foundation has no voice at all in the conduct of 
this newspaper. An independent board of trustees directs the 
Foundation. They have given support to various educational 
and welfare activities, particularly in the Washington area. 
Part of their funds are represented by nonvoting shares of 
the Post Company. This is a reflection of Mr. Meyer’s belief 
that the newspaper is a community public service institution. 
Reece concedes that this is an entirely legitimate use of 
foundations. 
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FOR 1955—WHICH MOOD? 


By DAVID LAWRENCE 


HE MOOD OF 1954 has been characterized by a man- 
ifest reluctance to come to grips with reality and 
face the facts of national and international life today. 

Will it be the mood of 1955? 

A crass materialism has emerged to influence the 
mood of the age. 

Europe is thriving in a new-found prosperity stimu- 
lated by American dollars. “Neutralism” and abandon- 
ment of principle are commonplace. 

In this country—where high standards of living, 
wages unprecedented in weekly amounts, creature com- 
forts, gadgets and the luxuries of an “abundant life” 
are not only fostered as a social objective but under- 
written as the paramount obligation of political govern- 
ment—there is less and less emphasis on morals and 
more and more subservience to the gods of expediency. 

Indeed, the ruling philosophy of the modern “in- 
tellectual” is that “in the public interest’ Peter must 
be robbed to pay Paul and that, no matter whet the 
words of the Constitution may say, the end justifies 
the means. 

This insidious germ permeates the bloodstream of 
government. 

Our judges for the most part have been chosen on 
the basis of their political predilections in the expecta- 
tion that they will decide social questions a certain 
way—not in accordance with constitutional precedent 
but in accord with “public sentiment.” 

Our majorities in Congress are swayed by the pas- 
sions and hysteria of a mobocracy. 

The crusade for “conformity” of thought has begun 
to infiltrate our church organizations, our press and 
our educational institutions. Majority opinion is hailed 
as “truth.” Intolerance of any minority dissent is the 
new “liberalism.” 

It really is a kind of totalitarianism born of an ir- 
responsible mood. Freedom of speech appears to be de- 
fined as freedom only for opinions that are palatable. 

The trend, moreover, is toward executive rule. The 
people show signs of reverting to monarchical habits. 
If a President speaks, the representatives of the sov- 
ereign States must not, it seems, be permitted to dis- 
sent. If they do, it is under penalty of public scorn. 


These are not yet all-controlling influences. 
There are many parts of our country where old-fash- 
ioned Americanisin still prevails and many groups who 
champion that faith. But there are evident neverthe- 
less powerful manifestations of the mood of the times, 
which worships the doctrine of an executive autocracy. 
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Today the “intellectual” approach is that the Con- 
gress should function only within a limited sphere 
and that it must not even inquire into the operations 
of the departments and agencies if the Executive or 
his spokesmen object. True, the Supreme Court of the 
United States in the past has upheld the right of the 
people’s legislature to inquire into the behavior of the 
executive departments and has never really placed an 
effective limitation on that right. But now a drive is on 
to insure the submissiveness of the legislative body, and, 
curiously enough, the majority in Congress are appar- 
ently willing to bow to it and become “rubber stamps.” 
It is in line with the new “conformity”—an unwilling- 
ness to accept the responsibilities of American consti- 
tutionalism. 


The principles of the Constitution itself have 
been disregarded so often that violations are condoned 
as “realistic.” Caprice in government was dramatized 
on January 3, 1936, when President Roosevelt boasted 
to a joint session of Congress that his Administration 
had “built up new instruments of public power” which 
in the hands of a “people’s government” were “whole- 
some and proper” but in the hands of “political pup- 
pets” would provide “shackles for the liberties of the 
people.” 

Mr. Roosevelt publicly argued also that the method 
of amending the Constitution in the way prescribed in 
the document itself was too cumbersome and that it was 
easier to “pack” the Supreme Court, which could re- 
write the Constitution at will. The end seemed to him 
to justify the means. 

That’s the philosophy of “left wingism” today, too. 
Its fundamental doctrine—that anything goes if it has 
a “social welfare” label—is supported by many of the 
so-called “liberals.””’ Unfortunately, much of the same 
doctrine also is beginning to be accepted by some of the 
conscientious but misguided advisers of the President 
as being the will of the people. It is a course euphemis- 
tically described as “progressive moderate.” 

The year 1954 recorded a tragic page in American 
history. The mood of 1955 will not bring back the 
morality and respect for constitutional principle which 
has guided us through many a crisis in the past unless 
the conscience of America is awakened from its “left 
wing” spree. It must be awakened—if the United States 
is to exhibit the courage necessary to withstand the in- 
ternal and external foes who would destroy our Ameri- 
can system of government by making a political 
shambles of the Constitution. 
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YESTERDAY'S WASTE... 
TODAY’S WEALTH 





In ceramics and many other industries requiring 
precise heat control, the use of dependable, 
low-cost natural gas is steadily growing. 


Natural gas . . . Nature’s miracle fuel. Once burned 
in the field as an unwanted by-product of oil or 
left unused underground. 


Today, Tennessee Gas turns this great natural resource 
into wealth. Puts it to work by piping it from the Southwest 
to the tremendous fuel-hungry markets of the East. 


This great pipeline buried below the reach of storms, 
immune to traffic delays, delivers a billion-and-a-half 
cubic feet of gas a day. Assures both home and industry 
a dependable, day-to-day, round-the-clock supply 
of the world’s most efficient fuel. 

_ 





Clean, convenient, even-burning. Natural gas—ideal 


> as stte ving li -f for cooking, home heating. Now available to millions 
Better heat, better living for millions! wae odibaat ie aac Gale 


TENNESSEE GAS 


_ (i TRANSMISSION COMPANY, 


—_— “2 AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS % 











From the Red Sea to the Caribbean . . . from Bali to the North 
Cape...the yacht-like Caronia, largest liner ever built especially 
for cruising, together with the magnificent Mauretania and 


Britannic offer you a year-round choice of pleasure cruises rang- See your Cunard-authorized Travel Agent and... 
ing from two weeks to over three months . . . visits to romantic 


ports enhanced by the luxury, fun and relaxation of Cunard 
living. The Caronia’s 106-day “Great World Cruise” sails January 
...the 3 “day “Mediterranean Spring Cruise” on May 11... a 
~ > “North Cape se” July 1. 


QUEEN ELIZABETH * QUEEN MARY @ MAURETANIA »* CARONIA + BRITANNIC + MEDIA @ PARTHIA + SAXONIA + FRANCONIA + SCYTHIA + SAMARIA «+ ASCANIA 


An 18” x 22” color reproduction of this painting of the Caronia (without the advertising text ond suitable for framing) will be sent upon request. 
Write: Cunard Line, 25 Broadway, Dept.G, New 4,N.Y. 

















